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1. INTRODUCTION & SUMMARY OF RECOMMENDATIONS 

In accordance with Rule 13.11 of the Rules of Practice and Procedure of the California 

Public Utilities Commission (“Commission” or “CPUC”), and the schedule set by 

Administrative Law Judges (“ALJs”) Darling and Dudney, the Office of Ratepayer Advocates 

(“ORA”) submits this Opening Brief for the General Rate Case (“GRC”) Application of 

Southern California Edison Company (“SCE” or “Edison”) for Test Year (“TY”) 2015. 

On November 12, 2013, SCE filed its GRC Application, A.13-11-003, seeking revenue 

requirement increases for the three- year period from 2015 through 2017 amounting to a 

cumulative total of approximately $1.661 billion over SCE’s currently authorized rate level. 

SCE’s November 2013 Application sought authorization for ratepayer funding of, among other 

things, costs associated with its Four Corners plant (“Four Corners”) and with its San Onofre 

Nuclear Generating Station (“SONGS”).    

As noted in the Joint Scoping Memo and Ruling of Assigned Commissioner Peevey and 

ALJs Darling and Dudney (“Scoping Memo”), SCE sold its interest in Four Corners in 2013, and 

SONGS ceased producing energy in January 2012.  In light of these events, the Scoping Memo 

directed SCE to remove from its GRC Application costs related to Four Corners,1 and costs 

associated with maintaining SONGS “… in a shutdown condition”2  and to submit revised 

testimony and a revised Results of Operations Model.3   

In April 2014, SCE submitted Supplemental Testimony and a revised Results of 

Operations (“RO”) Model.  In addition to removing the Four Corners and SONGS costs, SCE’s 

Exhibit SCE-14 also included “…  testimony for approximately $26 million in capital that was 

contained in the revenue requirement forecast, but inadvertently did not have supporting 

testimony.”4   

SCE’s Supplemental Testimony reduced SCE’s forecast TY 2015 revenue requirement to 

$5.860 billion, or an increase of $227 million over revenues at present rates.5  For 2016, SCE’s 

                                              
1 Joint Scoping Memo, A. 13-11-003, March 27, 2014, p. 6. 
2 Ex. SCE-14, p. 1. 
3 Scoping Memo, pp. 10-11  
4 Ex. SCE-14, pp. 1-2. 
5 Ex. SCE-14, Attachment 1, p. 2.  As discussed below in Section 10.5, Pensions, 11.2.1, Marine Mitigation 
Projects, and Section 12.3, Property and Liability Insurance, it is still a matter of debate whether SCE removed all 
SONGS costs that should have been removed.  
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Supplemental Testimony proposed an increase of $321 million, to be followed by a $330 million 

increase in 2017.6  Thus, as of April 2014, SCE’s requested increase for the three years of this 

rate case cycle was a total of $1.65 billion over the revenue it presently collects from its 

ratepayers.7  This is the revenue requirement request that ORA’s testimony, submitted August 4, 

2014, addressed. 

This Brief addresses the proposals of SCE that ORA disputes.  Silence on any argument 

should not be interpreted as assent.    

2. Policy 

By statute, the Commission is charged with the responsibility of ensuring that all rates 

demanded or received by a public utility are just and reasonable: “no public utility shall change 

any rate ... except upon a showing before the Commission, and a finding by the Commission that 

the new rate is justified.”8  Thus, the rates adopted by the Commission in SCE’s last GRC are 

presumed to be just and reasonable.   

2.1. SCE’s Revenue Requirement Request  

In SCE’s last GRC, the Commission authorized SCE a $5.671 billion base revenue 

requirement for the 2012 Test Year.9  This represented a 17.44% increase over SCE’s 2009 

authorized revenue requirement.10   

In this GRC, SCE seeks a revenue requirement of $5.860 billion in Test Year 2015.  This 

represents a 4% increase over SCE’s presently authorized revenues.11  SCE’s request is still a 

significant increase considering that SCE sold its share of the Four Corners coal-fueled plant and 

that SCE’s nuclear plant, SONGS, is permanently out of service.   

Moreover, many of the justifications SCE offers for the rate increase in this GRC are for 

the same programs and projects the Commission authorized in the last GRC.  In SCE’s last GRC, 

the Commission authorized ratepayer funding of $2.539 billion in 2012 for capital projects.  But, 

                                              
6 Ex. SCE-14, Attachment 1, p. 2. 
7 Ex. SCE-14, Attachment 1, p. 2:  $$227M +$227M +$227M + $321 M +$321M +$330M = $1.653M. 
8 Public Utilities Code §§ 451, 454. 
9 D.12-11-051, p. 3. 
10 D.12-11-051, p. 3. 
11 Ex. SCE-1-R, p. 2. 



3 

in 2012, SCE spent $411 million less than it was authorized to collect from its ratepayers.12  

Similarly, in its last GRC, SCE was authorized $2.566 billion in expenses, but SCE’s 2012 

recorded adjusted expenses were $155 million less than that.13  The difference between what the 

Commission authorized for SCE in the Test Year 2012 GRC decision and what SCE spent in 

2012 amounts to over half a billion dollars.  

So, where did all the money go?  The answer is not clear. 

As an example, for its Hydroelectric (“Hydro”) Generation Operating Unit, SCE was 

authorized $61.433 million of ratepayer funds for Operation and Maintenance (“O&M”) 

expenses, but actually recorded only $49.2 million, a difference of $12.2 million. 14   SCE’s 

testimony does not say what SCE spent that $12.2 million on, or whether that $12.2 million even 

stayed in the Hydro program.15  Similarly, in connection with SCE’s Transmission and 

Distribution System Planning (“TDBU”) Capital Projects, in 2012, SCE spent $92 million less 

than it was authorized.16   

SCE says that, in 2012, it did not spend the amounts ultimately authorized in the 2012 

GRC decision “[d]ue to the wide range between SCE and intervenor positions on specific cost 

forecasts and ratemaking proposals” and the risk that SCE “would ‘get it wrong’” if it went 

forward with its spending plans.17   

While ORA agrees that “[e]merging priorities [that] may require a utility to spend 

differently than forecast18…,”   ORA notes that SCE’s priorities for 2012 spending seem to favor 

its employees and shareholders over its ratepayers.   

In 2012, SCE approved $174.8 million in Results Sharing, one of SCE’s incentive 

compensation programs, for its employees.19  This is far and away the highest level of Results 

Sharing payouts in the last 5 years.20  And while, in 2012, the Company was not spending money 

                                              
12 Ex. SCE-1, p. 33. 
13 Ex. SCE-1, p. 33. 
14 Ex. ORA-7, p. 16; 6 RT 356-368, Condit/SCE. 
15 6 RT 356-368, Condit/SCE. 
16 Ex. SCE-3, p.18. 
17 Ex. SCE-1, p. 32. 
18 Ex. SCE-1, p. 17. 
19 Ex. ORA-16-A-R-2, p. 25, Table 16-16. 
20 Ex. ORA-16-A-R-2, p. 25, Table 16-16. 
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on the projects it claimed were so important in its GRC application, it was increasing dividends 

to its shareholders.21     

In contrast to 2012, when SCE’s actual capital expenditures were lower than the 

Company was authorized, for 2013, SCE’s forecasts were at least $296 million higher than what 

the Company actually spent in that year.22  SCE’s 2013 expense forecasts are not so easily 

compared to its actual recorded spending due to the complexity of SCE’s chosen accounting 

system.  Still, where the 2013 recorded information is available, it, too, shows SCE’s estimates 

are inflated. 

2.2. Safety and Reliability Consequences 

Just as SCE’s forecasts are overstated, so, too, is its rhetoric.  Disagreement with SCE 

forecasts or proposals is all too often met with accusations like the following: “ORA and TURN 

are out of step with the direction the Commission is taking, and their indifference to the safety 

and reliability risk overlay of this rate case should be a cause for concern to the Commission.23”  

Or:  “ORA and TURN… have largely sidestepped the safety and reliability consequences of their 

proposed cuts.”24   

ORA disagrees.  ORA carefully considered SCE’s showing, conducted extensive 

discovery, and made its recommendations consistent with ORA’s statutory mandate to “… 

represent and advocate on behalf of the interest of public utility customers and subscribers … to 

obtain the lowest possible rate for service consistent with reliable and safe service levels.”25   

ORA’s recommendations also take into consideration other applicable statutes and 

Commission decisions, and are in keeping with SCE’s legal obligation, in place for at least 100 

years,  to “… furnish and maintain such adequate, efficient, just and reasonable service, 

instrumentalities, equipment and facilities….  as are necessary to promote the safety, health, 

comfort and convenience of its patrons, employees and the public.”26  At the same time, ORA’s 

                                              
21 Ex. ORA-33, SCE Business Update, p.18, EIX Dividend Growth. 
22 See Ex. ORA-10-WP, Vol. 1, p. 4, DRA-Verbal-38. 
23 Ex. SCE-17, p. 3. 
24  Ex. SCE-17, p. 4.   
25 Public Utilities Code §309.5. 
26 Public Utilities Code §451, Statutes of California 1915, Chapter 91, §13(b). 
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recommendations recognize that both the Legislature and the Commission have stated that there 

must be a “balancing” of safety and risk concerns with just and reasonable rates.27   

Although SCE claims that it considered “affordability” a priority in this GRC, SCE’s 

showing often relies on subjective assumptions that cannot be validated, either by reference to 

historical spending, or to cost benefit analyses, or to any other objective measure.  As noted in 

the Safety and Enforcement Division Staff Report (“SED Report”), SCE does not discuss “… 

how a fix in one system may interact and lessen a potential threat in another part of the 

system.”28  In general, according to the SED Report, “SCE did not fully explain the alternatives 

rejected nor the rationale for rejecting them.”29   

ORA notes that, while SCE underspent on capital by $296 million in 2013, relative to its 

forecasts30, SCE did not admit that it was undermining safety or reliability.  Therefore, using 

SCE’s logic, ORA’s disagreement with SCE’s forecasts and proposals and its focus on SCE’s 

underspending cannot be misconstrued as indifference to safety and reliability.  SCE has the 

discretion to spend and reallocate funding as it sees fit, within the context of statutory 

requirements and Commission rules and orders. 

In D.14-08-032, the decision in the Pacific Gas and Electric Company (PG&E) TY 2014 

GRC,  the Commission held that “[i]n evaluating PG&E’s cost claims, we require that unless a 

work activity or program is mandated, the utility must demonstrate that the overall benefits 

justify the costs imposed on ratepayers.”31  The same should apply here.   

Since SCE did not provide any meaningful consideration of affordability, ORA 

developed its own forecasts to address that issue. 

2.3. Recorded Expense Data for 2013 

When SCE filed its Application in November 2013, it obviously did not have available its 

actual spending figures for the entire year. In April 2014, SCE did provide its 2013 recorded 

capital spending, but despite repeated requests from ORA32, SCE only occasionally provided its 

                                              
27 D.14-08-032, p. 18.  See also Public Utilities Code §963(b)(3), which specifically applies to gas corporations, but  
the principles apply equally to electric service providers. 
28 Ex. ALJ-1, p. 10. 
29 Ex. ALJ-1, p. 10. 
30 Ex. ORA-10-WP p. 4, SCE response to DRA-Verbal-38, p. 2. 
31 D.14-08-032, p. 27. 
32 See e.g., ORA-21-WP, pp. 53- 67. 
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recorded adjusted 2013 expenses in the same format as it presented its 2013 expense forecasts.   

SCE’s inability to provide 2013 recorded expense data in a format comparable to its 2013 

forecasts, appears to be due entirely to the way SCE has set up its accounting system.33   The fact 

that SCE has chosen to use a system that is so complex, that SCE itself cannot compare what it 

forecast to what it spent 11 months into the next year is a problem entirely of SCE’s own 

making.  

In its decision in the last GRC, the Commission imposed certain requirements on SCE for 

this GRC “… to assure that SCE’s spending is sufficiently transparent to permit the Commission 

and the public to assess where spending occurred and if ratepayers benefited by SCE’s spending 

choices.”34  ORA asks that the Commission impose a similar requirement on SCE for the next 

rate case.  If SCE is going to use the argument that it shifted funds from a Commission 

authorized program or project to some other purpose, it should be able to say where the money 

went and why. 

Specifically, ORA recommends that SCE be ordered to provide to parties who request it 

recorded adjusted data for the year preceding the Test Year in the same format as SCE forecasts 

expenses for that year.  This should be helpful, not just for ORA, but for other Commission staff 

who attempt to determine SCE’s compliance with federal and state laws.  

2.4. Forecasting  

As the Commission noted in its decision in SCE’s last GRC, “[f]orecasting costs is 

central to the art of determining the revenue requirement.”35  In that GRC, as in this one, 

“[f]orecasting methods were the basis of a large number of disagreements…”36 

In this GRC, SCE argues that “ORA’s forecasting occurs in an inconsistent manner so 

that ORA can arrive at the lowest number.”37  ORA’s testimony explains the reasons for its 

forecasts.  Generally, ORA used the best information available, and applied it as the facts and 

circumstances of particular projects or programs warranted.   

                                              
33 6 RT 383-384, Ware/SCE. 
34 D.12-11-051, p. 19. 
35 D.12-11-051, p. 13. 
36 D. 12-11-051, p. 13. 
37 Ex. SCE-17, p. 26, heading, lines 2-3. 
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As SCE itself used inconsistent methods for forecasting, its criticism of ORA is 

misplaced.  For example, while one SCE witness categorically stated that the “Commission 

should disregard any recommendations which rely on, in whole or in part, 2013 recorded-

unadjusted O&M expenses,”38 another SCE witness declared “SCE’s estimate of Professional 

Services is reasonable and necessary,”39 citing to SCE’s “2013 Unadjusted Recorded Costs.”40 

At least one SCE witness claimed that the Commission “… had determined that, if an 

account had been either relatively stable or trending in a certain direction, then the last recorded 

year is an appropriate base estimate.”41  The citations for this Commission “determination” were 

to a 1989 PG&E GRC decision and a 2003 SCE GRC decision.42  The SCE witness appeared to 

be unfamiliar with the SCE TY 2012 GRC decision which specifically stated that “the 

forecasting principles articulated in other decisions are important guidelines for the Commission, 

but are not dogma to be rigidly imposed.”   

In SCE’s TY 2012 GRC decision, the Commission “… examined each forecast method 

individually to ensure an appropriate method was used to reflect the specifics of each expense 

item.”43  ORA has every confidence that the Commission will do the same in this GRC. 

2.5. Results of Operations Model 

The Commission has come to rely on utilities’ Results of Operations (“RO”) Models to 

set the revenue requirement that will be the basis of the rates charged to customers for the GRC 

period.  The RO Model developed by SCE to calculate its proposed revenue requirements in this 

case has proved to be seriously flawed.44   

Although SCE says that “[t]his model has been used by the Commission, SCE and ORA 

in past rate cases…, ”45 in fact, the RO Model SCE provided  with its TY 2015 Application is a 

“revised” RO model of  what SCE submitted in its TY 2012 GRC.46  SCE then updated its RO 

                                              
38 Ex. SCE-18, p. 52, emphasis in original. 
39 Ex. SCE 20, p. 5, heading, lines 16-17. 
40 Ex. SCE-20, p. 5, footnote 13, emphasis added. 
41 Ex. SCE-18, p. 31, emphasis added. 
42 Ex. SCE-18, p. 31. 
43 D.12-11-051, p. 15. 
44 Ex. ORA-ORA-2, p. 1.  
45 Ex. SCE-19, vol. 3, p. 2, emphasis in the original. 
46 Ex. ORA-2, p. 2. 
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Model in February 2014 to reflect the sale of SCE’s share of the Four Corners power plant, and 

updated the RO Model again in April 2014 to reflect the removal of the SONGS revenue 

requirement.47   

ORA’s Results of Operations witness did limited testing of the RO Model SCE submitted 

with its Application and found it to “… reflect a reasonable calculation of the Summary of 

Earnings.”48  ORA’s RO witness did not test SCE’s “updates” to the RO Models.49   

Other ORA witnesses reviewed SCE’s RO Model forecasted costs in connection with the 

specific areas of their testimony.  For example, one of ORA’s witnesses reviewing SCE’s 

Information Technology forecasts found that SCE had included approximately $26 million in 

capital in the revenue requirement forecast which had no supporting testimony.50 

Another ORA witness who was reviewing SCE’s Transmission and Distribution capital 

project forecasts attempted to verify that SCE’s forecasts appropriately excluded FERC-

jurisdictional costs and/or costs subject to customer contributions. This review demonstrated 

some of the inherent problems in this particular RO Model. For the 223 projects SCE included in 

its System Planning and Engineering and Grid Technology testimony, the RO Model used 

hundreds of lines of coding to calculate the project costs.51  Attempts to verify SCE’s forecasts 

involved starting at one spreadsheet in the RO Model, and then going to a separate tab of that 

spreadsheet to review 603 lines of entries.  Matching and verifying information from SCE’s  

testimony and workpapers to its RO Model took considerable time, particularly when the 

descriptor in testimony did not help identify the RO element.52  During hearings, even SCE 

seemed to have difficulty matching SCE projects to SCE’s workpapers or its RO Model.53  

As to inclusion of costs that are not CPUC-jurisdictional, a case in point is the Whirlwind 

Substation.  According to SCE: 

The 2012 ISO study inadvertently treated the Whirlwind 
Substation as Non-ISO.  Whirlwind Substation is a 500/220 kV 

                                              
47 Ex. ORA-2, p. 2. 
48 Ex. ORA-2, p. 2. 
49 Ex. ORA-2, p. 2. 
50 Ex. ORA-14, p. 70. 
51 Ex. ORA-10, pp. 6-7. 
52  Ex. ORA-10, p. 58-59.  
53 18 RT 2020-2022 Krannawitter/ ORA cross examination relating to WBS element CET-ET-LG-CI-CAT. 
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substation under the operational control of California Independent 
System Operator.  Thus, the 2012 Plant Study was corrected to 
move Whirlwind plant cost from non-ISO to ISO. 54  

 

Nor is this the only ISO project included in the RO Model when it should not have been.  

It seems that, in the course of responding to an ORA data request, SCE found a discrepancy 

between the RO Model and the Roadway Substation Project, specifically the ISO percentage that 

was used for the project.55  These are just two examples of costs being included in the RO Model 

that should not be apportioned to ratepayers under this Commission’s jurisdiction. 

The other type of RO Model problem that came to light in this GRC was the inclusion of 

costs for projects that had no justification in testimony.56  So far, it appears that there are at least 

13 types of such costs in the RO Model; twelve of these were discovered by ORA; one by SCE.57  

Given the voluminous complexity of SCE’s RO Model, there may well be others. 

Section 1821 of the Public Utilities Code provides, in part, that: 

Any computer model that is the basis for any testimony or exhibit 
in a hearing or proceeding before the commission shall be 
available to, and subject to verification by, the commission and 
parties to the hearing or proceedings to the extent necessary for 
cross-examination or rebuttal, subject to applicable rules of 
evidence…”58  
 

As SCE agrees, the outputs of SCE’s RO Model are only as reliable as its inputs.59  

SCE’s proposed revenue requirement in this case is based on an RO Model that has been shown 

to overestimate SCE’s revenue requirement, and SCE can provide the Commission no assurance 

that all the errors in the RO Model have been detected.60 

ORA recommends that the Commission take the problems with SCE’s RO Model into 

account when it adopts rates in this GRC.  ORA also recommends that the Commission require 
                                              
54 Ex. SCE-26, Vol. 1, p. 1, footnote 1. 
55 Ex. ORA-10-WP, vol. 1, p. 10, SCE response to DRA-114-LLK.  
56 Ex. SCE-16, Telecom Items, p. 2: “SCE discovered it had inadvertently left out referencing the telecom portion of 
project costs in various exhibits, and had not included the material necessary to support the missing costs in 
workpapers.”   
57 Ex. SCE-16, Telecom Items, pp. 1-3; Ex. SCE-26, vol. 1, p. 1. 
58 Public Utilities Code §1821(a). 
59 14 RT 1530, Snow/ SCE.  
60 See 14 RT 1531, Snow/ SCE. 
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SCE to provide an independent assessment in the next GRC of the accuracy of the inputs to its 

RO Model. 

2.6. Shareholder Funding 

In both its direct testimony and its Rebuttal, SCE makes reference to “shareholder 

funding.”  In its direct testimony, SCE mentions its “charitable contributions” which, it says, are 

“… funded solely by shareholders” as proof of “our overall efforts to be a good corporate 

citizen.”61  In its Rebuttal testimony, SCE argues that “ORA and TURN’s attempt to have 

shareholders shoulder [certain] expenses would violate longstanding regulatory principles…62  

SCE, the utility, is virtually the only source of funds for the parent company, Edison 

International (“EIX”).63  Thus, while it may seem a matter of semantics, in fact, “shareholder” 

funds actually come from SCE’s ratepayers.  It is the EIX Board of Directors which determines 

the dividends EIX shareholders receive.  A Commission order that EIX apportion  some of its 

earnings from ratepayers to reimbursing ratepayers when SCE misses service appointments does 

not deprive SCE of “… revenues sufficient to cover both necessary operating costs and a fair rate 

of return on utility investment.”   Moreover, as discussed in more detail in the specific sections 

below, the benefits to shareholders from SCE’s Results Sharing program, Ethics Training, and 

Executive Compensation plans are direct and measurable.  SCE has not shown that so-called 

“shareholder funding” of any part of these programs has affected its rate of return. 

SCE goes on to argue that, “[b]y eliminating the opportunity for shareholders to earn 

their authorized return, ORA and TURN’s recommendations are not only confiscatory, but can 

also lead to higher financing costs for SCE, which is detrimental to our customers’ interests.”64 

SCE has no evidence that orders from this Commission relating to “shareholder funding” of 

certain programs have had any effect on SCE financing costs.65   

 

                                              
61 Ex. SCE-1, p. 9. 
62 Ex. SCE-1, p. 9; Ex. SCE-17, p. 16. 
63 6 RT 267-268, Litzinger/ SCE. 
64 Ex. SCE-17, p. 16. 
65 See 6 RT 266, Litzinger/ SCE. 
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3. Evidentiary Standards and the Burden of Proof 

The Commission is charged with the responsibility of ensuring that all rates demanded or 

received by a public utility are just and reasonable; “no public utility shall change any rate... 

except upon a showing before the Commission, and a finding by the Commission that the new 

rate is justified.”66  Thus, in ratemaking applications, the burden of proof is on the applicant 

utility.67 

In a 1980 decision, the Commission stated what has become a frequently quoted position 

on the burden of proof: 

Of course the burden of proof is on the utility applicant to establish 
the reasonableness of energy expenses sought to be recovered 
through ECAC. We expect a substantial affirmative showing by 
each utility with percipient witnesses in support of all elements of 
its application, including fuel costs and plant reliability.68 

 
 In a later ECAC proceeding, the Commission confirmed: 

...the fundamental principal involving public utilities and their 
regulation by governmental authority that the burden rests heavily 
upon a utility to prove it is entitled to rate relief and not upon the 
Commission, its Staff, or any interested party or protestant, such as 
TURN, to prove the contrary.69 

The same burden of proof applies to the utility in a general rate case. As the Commission 

noted in a PG&E GRC decision, there is no distinction between types of ratemaking cases with 

respect to the utility’s burden of proof: 

The inescapable fact is that the ultimate burden of proof of 
reasonableness, whether it be in the context of test-year estimates, 
prudence reviews outside a particular test year, or the like, never 
shifts from the utility which is seeking to pass its costs of 
operations onto ratepayers on the basis of the reasonableness of 
those costs.70 

                                              
66 Public Utilities Code §§ 451, 454. 
67 See, e.g, Application of Pacific Gas and Electric Company (2000) D.00-02-046, mimeo, p. 36, 2000 
Cal. PUC LEXIS 239. 
68 Re Energy Cost Adjustment Clauses, (1980) 4 CPUC 2d 693, 701; D.92496. 
69 Re Southern California Edison Company, (1983) 11 CPUC 2d 474, 475; D.83-05-036. 
70 Application of Pacific Gas and Electric Company (2000) D. 00-02-046, mimeo, p. 36, 2000 Cal. PUC 
LEXIS 239 citing Re Pacific Bell (1987) 27 CPUC 2d 1, 21, D.87-12-067. 
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In its decision in SCE’s TY 2006 GRC, the Commission confirmed that the burden of 

proof is on the utility: 

As the Applicant, SCE must meet the burden of proving that it is 
entitled to the relief it is seeking in this proceeding. SCE has the 
burden of affirmatively establishing the reasonableness of all 
aspects of its application.  Intervenors do not have the burden of 
proving the unreasonableness of SCE’s showing.71 

4. Risk Management  

In May 2014, SCE was ordered by an Assigned Commissioner’s Ruling (ACR) to submit 

supplemental testimony with “additional details on the risks that are being mitigated as a result 

of the utility’s proposal for cost recovery.”72  On July 3, 2014, SCE submitted its Supplemental 

Testimony on Risk Management and Safety Matters.73   

In Exhibit SCE-15, SCE says it has “… highlighted ten ‘risk statements’” that SCE 

“organized its control activities around.” These are: 

1. Conductor Failure Risk; 

2. Pole Failure Risk 

3. Underground Structure and Underground Equipment Failure Risk 

4. Other Electrical Equipment Failure Risk 

5. Workforce Safety and Worker Capability 

6. Physical and Cyber Security Risk 

7. Emergency or Catastrophic Incident 

8. Inadequate System Capability Risk 

9. Energy Supply Risk, and 

10. Information Systems Infrastructure Risk74   

In Exhibit SCE-15, SCE noted that “… consideration of safety and reliability in the GRC 

process is not new to the Commission and the utilities.  Safety and reliability have discussed in 

many of SCE’s GRCs; not just in the form as stated in the [Assigned Commissioner Ruling].”75  

                                              
71 Opinion on Southern California Edison Company’s Test Year 2006 General Rate Case IncreaseRequest 
(2006) D.06-05-016, mimeo, p. 7. 
72 Assigned Commissioner’s Ruling, May 15, 2014, p. 2. 
73 Ex. SCE-15. 
74 Ex. SCE-15, p. 6. 
75 Ex. SCE-15, p. 1. 
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SCE states that “SCE did not create new projects or add in new control activities for this 

supplemental testimony.”76 

The Commission’s Safety and Enforcement Division (SED) reviewed Exhibit SCE-15 

and issued its report on August 15, 2014.  In that report, SED observed that: 

In general, SCE’s GRC risk approach lacks quantification of risk 
(both in probability and on impact).  In essence, SCE has identified 
its top ten “threats” to the system but has not fully taken the next 
step to translate these threats into risks assessment.  SCE has not 
consistently put into context either the probability of identified 
threats occurring or the potential impact of the threats if they were 
to occur…. Specifically, there is an inconsistent use of numeric 
calculations to define risks to the public, SCE employees and 
property.77 

 

ORA has also reviewed SCE’s Risk Management exhibit.  Exhibit SCE-15 is helpful in 

that it does identify where in other SCE exhibits SCE’s recommendations on the “top ten risks” 

can be found.  Otherwise, it does little more than repeat, albeit in a different format, what SCE’s 

testimony already says.   

Where SCE has described projects or programs as intended to mitigate risk, ORA has 

reviewed SCE’s forecasts with that assessment in mind.  ORA’s recommendations for SCE’s ten 

risks are described in more detail in the individual sections below.   

5. Generation 

5.1. Generation – Power Procurement 

SCE’s Power Procurement Department consists of four departments which focus on 

procuring and managing power to supplement SCE’s utility-owned generation.  These 

departments include: Portfolio Planning and Analysis, Energy Contracts, Trading and Energy 

Operations, and Settlements and Operations Services (collectively, Power Procurement).  SCE 

says its Power Procurement department must  meet the electrical needs of customers in addition 

to meeting energy related legislative regulatory requirements by implementing energy resources 

strategies and plans, managing SCE’s electric supply from its utility–owned generation and 

                                              
76 Ex. SCE-15, p. 2, emphasis in original, footnotes omitted.  
77 ALJ-1, p. 8. 
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power procurement contracts in the wholesale power market, and administering SCE’s power 

procurement transactions.78 

Operations and Maintenance Expenses 

SCE’s forecasts $39.863 million for the Power Procurement Business Unit’s Test Year 

2015 Labor and Non-Labor expenses.  ORA does not dispute SCE’s expense forecast, with the 

exception of Operational Excellence savings, which are discussed below in Section 24 of this 

Brief. 

Capital  

When SCE filed its Application in November 2013, it claimed that its Power 

Procurement Business Unit “needs” $3.45 million for communications equipment in 2013.  By 

the time ORA submitted its testimony, SCE had its 2013 recorded capital for the Power 

Procurement Business Unit, and what SCE actually spent on communications equipment was 

considerably less.  Instead of $3.45 million, SCE spent $0.986 million in 2013. 

ORA recommends that the Commission adopt SCE’s actual capital expenditures of 

$0.986 million for 2013, and adjust that recorded amount for inflation for the subsequent years, 

2014 and 2015. 

In Rebuttal, SCE says that it “…disagrees with ORA’s simplistic approach of escalating 

actual 2013 expenditures to calculate expenditures for years 2014 and 2015.” According to SCE, 

“ORA’s method is inappropriate because it does not take into consideration the underlying 

factors driving the estimation of these capital expenditures….”79 

Given how wildly wrong SCE’s capital forecast for 2013 turned out to be, ORA 

questions “the underlying factors” driving SCE’s estimation of capital expenditures for 2014 and 

2015.  ORA continues to recommend the Commission adopt ORA’s capital forecast of $1.030 

million in 2014 and $1.098 million in 2015 for SCE’s Power Procurement Business Unit. 

5.2. Generation – Power Production  

Below, ORA addresses the Generation power production issues and forecasts in dispute 

between ORA and SCE.  ORA’s presentation is divided into the following categories:  Nuclear 

Generation, Non-Nuclear Generation and Other Generation. 

                                              
78 Ex. SCE-2, Vol. 4, p. 1, lines 7-13. 
79 Ex. SCE-18, p. 6. 
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With the permanent shutdown of the San Onofre Nuclear Generating Station (SONGS), 

SCE’s remaining Nuclear Generation asset is its 15.8% share of the Palo Verde Nuclear 

Generating Station (“Palo Verde” or “PVNGS”).  Palo Verde is located in Arizona, and operated 

by the Arizona Public Service (APS).80   

SCE’s Non-Nuclear Generation Coal Generation, Hydroelectric Generation, and Gas-

Fired Generation is operated and maintained by SCE’s Power Production Department.    

Other Generation is comprised of a Solar Photovoltaic Program, the Pebbly Beach 

Generating Station, which provides service to approximately 5,000 permanent residents on 

Catalina Island, and a Fuel Cell Program.81   

ORA notes that the record relating to SCE’s Generation in this GRC is very different 

from that presented in SCE’s last GRC.  Not only is SONGS now defunct, but SCE has sold its 

Four Corners Generating Station, and has drastically reduced its Power Production Department 

Staff.   

From a staff of 460 at year end 2008, SCE’s Power Production Department (PPD) had a 

staff of 367 as of November 30, 2013.82  SCE attributes the 18% overall reduction in PPD 

staffing  to the fact that “[c]ertain functions that were performed by PPD Staff during 2008 

through 2012 were transferred to other SCE departments in late-2012. These other departments 

continue to provide support services to the PPD plants, and as such, the costs associated with 

these services continued to record to Hydro, Mountainview, Peakers and Solar Photovoltaic 

Plants (SPV), and Mohave and Four Corners oversight through 2013. This transfer of work and 

personnel to other departments’ accounts for a large portion of the PPD staffing level reduction, 

112 to 74, experienced between 2012 and 2013.”83  

According to SCE, a “[p]ortion of the labor costs for these PPD employees’ records to 

other SCE accounts,”84  but the level of expenses charged to “[o]ther SCE accounts” was not 

evident from SCE’s TY 2015 filing.85  

                                              
80 Ex. ORA-5, p. 1. 
81 Ex. SCE-02, Vol. 10. 
82 Ex. ORA-7, p.3, Table 7-1. 
83 Ex. ORA-7, p. 4 citing SCE response DRA-54-PM1, Q.4, Revised.  
84 Ex. ORA-7, p. 4 citing SCE response to DRA-54-PM1, Q.4, Revised. 
85 Ex. ORA-7, p. 4. 
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ORA attempted to evaluate if and how SCE reduced the overall ongoing O&M expenses 

of the Non-Nuclear Generation lines of business from 2012-2013. To that end, ORA asked for 

the hours charged by supplemental employees, contractors and SCE employees during that 

period. SCE responded in part by stating: “[i]t would require a study to compute the hours 

charged to each generation area by these contract and supplemental employees during 2010-

2013.”86  SCE also said that it “…[d]oes not believe this information to be relevant because 

employee ‘work hours’ were not directly utilized in the development of SCE’s [Non-Nuclear] 

capital or O&M forecasts.” 

If, in fact, SCE significantly reduced the overall ongoing O&M of the Non-Nuclear 

Generation lines of business from 2012-2013, then using last recorded year (LRY) 2012, or 

historical averaging as a forecast methodology would result in inflated TY 2015 Non-Nuclear 

O&M forecasts. 

Similarly, SCE has been over collecting in base rates for the Operations and Maintenance 

of the Non-Nuclear Generation assets by an average of $23.8 million from 2010-2012 or 12% 

yearly.87 The Non-Nuclear Generation historical reductions in some areas do reduce SCE’s TY 

2015 forecasts creating some offsetting savings for ratepayers, but SCE continues to over- 

forecast in its GRC request for Non-Nuclear Generation O&M.  

In Rebuttal, SCE says ORA “ignores” the explanation SCE gave in data responses that 

the”… PPD personnel who have been transferred to other departments still continue to provide 

support to PPD and thus their expenses still record to PPD FERC accounts.”88  ORA did not 

ignore this explanation, but was unable to verify whether the costs of those transferred 

employees are being properly accounted for in those other departments.   

ORA made no adjustments based on its observations about the PDD re-organization.  

ORA also recognizes that there will always be some variation in the levels of spending allocated 

to certain lines of business.  But SCE has the responsibility of ensuring that how it is spending 

ratepayer funding is transparent.  Therefore, ORA continues to recommend that, in SCE’s next 

GRC, the Commission require SCE to provide,  as part of the five years of recorded data (in 

nominal and base year dollars) yearly charges to expense and capital Sub-FERC Accounts within 

                                              
86 Ex. ORA-7, p. 4 citing SCE response to DRA-106-PM1, Q.5 a-c. 
87 See Ex. ORA-7, p. 6, Table 7-5.  
88 Ex. SCE-18, p. 12, emphasis in original. 
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the PDD lines of business, and  yearly charges to expense and capital Sub-FERC Accounts other 

than the PDD lines of business. 

5.3. Generation -- Nuclear Generation  

5.3.1. Palo Verde 

SCE forecasts TY 2015 Operation and Maintenance expenses at Palo Verde of $73.8 

million.  ORA does not dispute that forecast.89  SCE proposes capital expenditures at Palo Verde 

in 2013 of $30.8 million, in 2014 of $32.4 million and in 2015 of $31.6 million.  The capital 

expenditures forecast is based on the budget provided by APS.  APS provides this forecast after 

review and approval by the Administrative and the Engineering & Operating Committees. SCE 

representatives participate in these committee activities.90 

Billing and Reporting Issues 

While ORA does not contest SCE’s forecasts for its Nuclear Generation O&M and 

capital costs, ORA does contest certain characterizations of  ORA’s recommendations relating to 

billing and reporting issues.  These are discussed below. 

Billing Issues  

ORA requested five years of APS-SCE billing information.91 The data ORA received 

from SCE was voluminous and raw. For example, SCE said that it could only provide invoices 

on a monthly basis – they were not available on an annual basis.  When ORA reviewed the 

monthly invoices, they reflect O&M and capital combined, and apparently some or all of 

Administrative & General expenses. ORA, therefore, recommended that, in the next GRC, the 

Commission revisit the issue of the invoice and billing process, and the level of detail that should 

be made available by SCE (through APS).92 

In Rebuttal, SCE said that it had “…simply provided the information that was requested. 

But, in fact, SCE did not.   ORA’s request was very specific:  to provide “…SCE’s annual 

payment for O&M to APS for 2008- 2012 in tabular form.”93  ORA continues to recommend that 

the Commission require SCE to provide this information in its next GRC. 

                                              
89 Ex. ORA-5, p. 2. 
90 Ex. ORA-5, p. 3 citing SCE response to DRA-038-SJL, Q.5. 
91 Ex. ORA-5, p. 7 citing SCE response to DRA-038-SJL, Q.4. 
92 Ex. ORA-5, p. 6. 
93 Ex. ORA-5-WP, p. 1, DRA-038-SJL, Q. 1, emphasis added. 
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As ORA noted in its testimony, a useful tool for analysis of the APS-SCE billing process 

is contained in the annual audit reports entitled Palo Verde Nuclear Generating Station 

Operation and Maintenance and Capital Improvement Costs Audit. ORA requested the audit 

reports and received them for calendar years 2003-2011.94 These annual audits are performed by 

the six non-operating participants of PVNGS. In other words, these joint audits are conducted 

independent of APS, from the point of view of the companies billed by APS, for their share of 

PVNGS costs. 

The audit findings and any subsequent adjustments to the participants’ billings have 

relatively small monetary value compared to total billings. APS appears to cooperate with the 

auditors, and seems to make billing adjustments based on audit findings in most instances. 

However, certain issues were elevated above the Audit Committee to the Engineering & 

Operating Committee based on the audits for 2010 and 2011. Whether those issues were 

addressed and resolved during the 2012 audit was unknown at the time ORA submitted its 

testimony, because ORA reserved the right to address these unresolved audit issues when the 

information is available, whether in this GRC or the next. 

In Rebuttal, SCE said “ORA’s review of the 2012 Annual Audit Report should be limited 

to this GRC.”95  The reason SCE gave for this statement is the following: 

As of November 2013, SCE had provided the audit reports for years 2008- 2011.  “SCE 

replied to ORA’s data request and stated that the audit report for 2012 would not be issued until 

approximately July 2014, and offered that it could be requested at that time.  ORA did not 

subsequently request the information.  As such SCE was unaware that ORA still had an interest 

in the audit report.” 

The facts, borne out by documents from SCE itself, are as follows.  ORA asked, in May 

2014, why the 2012 audit report would not be issued  until July 2014, and was told that the 

reason was “…due to the extensive review process between the coordinator of the audit (El Paso 

Energy) and the Palo Verde participants.”96 

                                              
94 Ex. ORA-5, p. 7 citing SCE response DRA-038-SJL, Q.8, and DRA-301-SJL, Q.3. At the time ORA submitted its 
testimony on August 4, 2014, ORA’s request for the calendar year 2012 audit report was pending. 
95 Ex. SCE-18, p. 2, heading, line 16. 
96 Ex. ORA-5-WP, p. 4, Response to DRA-301-SJL, Revised Question 1. 
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On August 28, 2014, SCE provided a Supplemental response to ORA data request DRA-

301-SJL Revised Question that included the 2012 Audit Report.  That 2012 Audit Report is 

dated May15, 2014.97  Why SCE did not give the report to ORA until August 2014, is unknown.  

But the contents of the report show that there are indeed unresolved audit issues.  Some of these 

issues are of interest, not just because they affect SCE’s share of Palo Verde costs, but also 

because they raise some of the same issues contested in this case.  For example, there is the 

question of Non-Required and Non-Approved Insurance Coverage.  According to the Audit 

Report, “[d]uring the review of required insurance coverage, the prior audit team noted that Palo 

Verde received a 30% allocation of insurance premiums from two policies that were not required 

by the Agreement.  These two policies….  are a form of employment practices liability (EPL) 

insurance covering wrongful acts arising from employment processes such as wrongful 

termination, discrimination, sexual harassment or class action lawsuits from collective 

bargaining etc. “   

It would appear that the non-APS owners object to paying premiums so APS can protect 

itself from employment lawsuits.  A similar situation exists in connection with SCE’s attempt to 

make its ratepayers pay for “Ethics and Compliance” expenses as the number of discrimination 

and sexual harassment complaints in 2013 increased by 20% over the previous year.98  SCE 

should be required to provide the results of the ultimate outcome of the “unresolved” Palo Verde 

audit report dispute in SCE’s next GRC. 

Reporting 

In the last GRC, the Commission authorized capital spending of $3.8 million for the 

Nuclear and Technical Manual Replacement (NATM) project.99  The Commission also required 

SCE to ensure that the authorized spending was used specifically for the NATM project. From 

SCE’s testimony, it appeared that most, but not all, of NATM spending would be complete by 

TY 2015.100  In its testimony, ORA recommended that SCE provide a detailed report on the 

completed NATM project and final spending in the next GRC. ORA also recommended that 

                                              
97 Ex. ORA-5-WP, p. 7. 
98 See, Ex. ORA-18, p. 10.  The funding for, and efficacy of, SCE’s Ethics & Compliance Department is discussed 
in more detail in Section 10 of this Brief.  
99 D.12-11-051, p. 44. 
100 Ex. SCE-02, Vol. 3, Table IX-2, p. 19. 
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SCE report in the next GRC how SCE ensures that authorized PVNGS capital budgets are spent 

on the projects authorized by this Commission. 

In Rebuttal, SCE says that, as a participant owner, not the owner operator, SCE is not in a 

position to ensure that Commission-authorized Palo Verde forecasts are spend on the same 

projects.101  SCE then goes on to cite to Mr. Litzinger’s testimony that “utility management 

needs the flexibility spend the overall authorized revenue requirement based on emerging 

priorities.”  While that may be true in general, utility management does not have flexibility to 

decide whether or not to comply with a Commission order.  If that is not clear to SCE, it should 

be.  

5.4. Generation – Coal Generation 

5.4.1. Mohave 

SCE requests TY 2015 O&M expenses of $308,000 (SCE share) using an itemized 

forecast. SCE also proposes to close the Mohave Balancing Account (MBA) and recover O&M 

expenses in base rates for the 2015-2017 GRC cycle.102  The MBA mandates that Mohave O&M 

funds shall not be redirected to other spending categories protecting ratepayers from any 

impudent funds shifting, while the coal plant is being decommissioned.   

ORA stipulates to SCE’s request for TY 2015 O&M expenses of $308,000103 (SCE 

share) and accepts SCE’s request to close the MBA. 

Mohave Capital Expenditures 

SCE forecasts $0.6 million in capital expenditures for its share of the decommissioning 

project at Mohave for 2013.104 “[T]he costs that record to the Mohave Balancing Account 

(MBA) are reviewed in SCE's Energy Resource Recovery Account (ERRA) Annual Review 

Phase proceedings.”105 

The MBA, discussed above, also applies to the capital expenditures.  ORA recommends 

the closure of the MBA starting in 2015. 

                                              
101 Ex. SCE-18, p. 3. 
102 Ex. SCE-2, Vol. 5, p. 6. 
103 Email sent to SCE dated November 12, 2014. 
104 Ex. SCE-2, Vol. 7, Pt. 2, p. 49. 
105 Ex. SCE-2, Vol. 6, Pt. 2, p. 50. 
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5.5. Generation – Hydroelectric Generation 

SCE’s Hydroelectric (Hydro) facilities are located predominantly in the Big Creek (or 

Northern) system, and total 1,014 MW. The Eastern Region system totals 161 MW.   

For its Hydro Generation, SCE proposes TY 2015 O&M expenses of $53.2 million, 

which is, in general, based on 2012 recorded expense of labor, and a five-year average of the 

2008 through 2012 recorded expense for non-labor and fees.106  SCE’s Hydro capital expenditure 

forecasts for years 2013, 2014 and 2015, are $82.1 million, $72.6 million and $99.2 million, 

respectively.107  Capital projects are generally forecast on a project by project basis. 

Operation and Maintenance Expenses 

SCE proposes TY 2015 Hydro O&M expenses of $53.2 million, equal to an 8% increase 

over 2012 expenses.  SCE uses last recorded year (“LRY”) 2012 to forecast labor, and a five-

year average to forecast non-labor TY 2015 O&M expenses. ORA recommends TY 2015 Hydro 

O&M expenses of $48.9 million (including the Operational Excellence adjustment addressed in 

Exhibit ORA-19),  using 2012 to forecast both labor and non-labor expenses, an adjustment of 

$4.3 million to SCE’s forecast.  

A benchmarking study prepared by Personnel Administration (PA) Consulting of SCE’s 

Hydro costs identified SCE’s O&M expenses from 2009-2011 as amongst the highest in all three 

years, relative to other utility Hydro systems. In July 2012, PA Consulting produced a final 

report that evaluated SCE’s Hydro O&M and capital expenditures from 2009-2011. PA 

Consulting developed, through regression analysis on a large sample of generators representing 

all sizes, the Weighted Maintenance Object (WMO), an asset driven weighting factor that takes 

into account operations’ total cost intensity.108  For each power plant object (unit, station type, 

dams, gates, valves, tunnels, transmission, etc.) the model calculates the number of O&M WMO-

points and Refurbishment WMO-points, depending on the cost intensity of the object and its 

configuration.109  Total WMO is the sum of O&M WMO and refurbishment WMO.  

                                              
106 Ex. SCE-2, Vol. 7, Pt. 1, p. 7. 
107 Ex. SCE-2, Vol. 7 Pt. 2, p. 2. 
108 Ex.ORA-7, p. 15 citing SCE’s response to DRA-54-PM1, Q.1, Attachment, p. 8. 
109 Ex.ORA-7, p. 15 citing SCE’s response to DRA-54-PM1, Q.1, Attachment, p. 10. 
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PA Consulting determined SCE’s total cost per WMO was the highest for both 2010 and 

2011 in the benchmarking study.110  The study also identified SCE’s refurbishment, O&M and 

labor expenses as the highest or among the highest in all three years (2009-2011) when 

benchmarked against other utility Hydro systems.111  The study does point out that SCE has more 

valves, stations above ground, and Run of River units than its peers.112  SCE was able to reduce 

O&M expenses by more than 18% or $10.9 million from 2011 to 2012,113 after implementing PA 

Consulting performance improvement initiatives.114 

SCE uses a five-year average to forecast non-labor expenses.  For FERC Accounts 539 

and 545, SCE’s 2015 forecast is approximately $4.1 million more than its 2012 recorded costs. 

SCE’s testimony states: “[w]ork accelerated in 2011 due to very low rainfall, resulting in lower 

expenses in 2012. The 2012 base year is therefore not a sufficient forecast to support operations 

activities during the 2015 Test Year.”115  This does not explain why a five-year average for 

FERC Accounts 539 and 545 is a better fit than 2012.  

Similarly, SCE justifies using a five-year average for FERC Account 536 because “[t]he 

recorded costs shown reflect inherent variations from year to year due to the uncertainty of the 

FERC fees, which are directly affected by the precipitation at the Hydro facilities and represent 

the majority of the costs recorded in FERC 536.”116  However, the difference between using a 

five-year average and LRY in FERC 536 is $50,000 or less than 1% of the TY 2015 Hydro 

O&M total.117   

Actual recorded 2012 O&M expenses were $12.2 million, or 25% less than SCE’s 2012 

authorized.118  SCE’s testimony did not discuss the $12.2 million underspent in 2012, nor if or 

how it was reallocated. If TY 2015 O&M expenses are based on historical averages, ratepayers 

will again be overfunding Hydro O&M. 

                                              
110 Ex.ORA-7, p. 15 citing SCE’s response to DRA-54-PM1, Q.1, Attachment, p. 28. 
111 Ex.ORA-7, p. 15 citing SCE’s response to DRA-54-PM1, Q.1, Attachment, p. 26. 
112 Ex. ORA-7, p. 16 citing SCE’s response to DRA-54-PM1, Q.1, Attachment, p. 30. 
113 Ex. SCE-2, Vol. 7, Pt. 1, Table III-2, p. 26. 
114 Ex. ORA-7, p. 16 citing SCE’s response to DRA-54-PM1, Q.1, Attachment, pp. 75-77. 
115 Ex. SCE-2, Vol. 7, Pt. 1, p. 20, p. 25. 
116 Ex. SCE-2, Vol. 7, Pt. 1, p. 13. 
117 See Ex. ORA-7, p. 16 citing SCE’s response to DRA-Verbal-008-PM1, Q.1c, Revised Attachment.  
118 See Ex. ORA-7, p. 16 citing SCE’s response to DRA-106-PM1, Q.2, Attachment. 
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Due to SCE’s abnormally high (when benchmarked against other utility Hydro systems) 

O&M expenses for 2009-2011, SCE’s lack of support for its position of using a five-year 

average for non-labor, and SCE’s 2012 recorded expenses being 25% less than authorized, ORA 

recommends the Commission  use 2012 to forecast TY 2015 labor and non-labor Hydro O&M 

expenses. 

In Rebuttal, SCE criticizes ORA’s use of 2012 recorded data based on SCE’s 

interpretation of “Commission guidance on GRC TY expense forecasting.”  ORA addresses 

“forecasting” above in Section 2 of this Brief.   

In Rebuttal, SCE repeats its direct testimony about the effects of precipitation and says 

that “ORA ignores” this.119  In fact, ORA’s testimony directly addresses this argument, but 

disagrees with SCE’s conclusions.120  Similarly, ORA disagrees that it has “over relied”121 on the 

PA Consulting Report.  SCE’s Rebuttal testimony does not address the reduction in Hydro 

employees from December 2012 to November 2013 of 32 positions, equal to a 13% reduction.122  

In Rebuttal SCE states, “[T]he ORA forecast assumes a continuing downward spending 

trend, which is unproven, and ignores the effects of precipitation levels on expense.”123 SCE’s 

statement is misleading. ORA’s forecast represents levelized spending at 2012 levels and 

includes post-test year increases (see ORA Exhibit 23), providing SCE incentives to continue 

prudent management of Hydro assets, while addressing the concern of customers drastically 

overfunding the Hydro line of business for another rate case cycle. As presented in ORA 

testimony, SCE has over collected in rates from 2010-2012 by $14 million or 9%.124  

Nothing in SCE’s Rebuttal gives ORA any reason to change its position. 

Operational Excellence 

SCE includes an Operational Excellence adjustment of $86,000 in labor and $139,000 in 

non-labor125 in its forecast in FERC Account 539.  Included in ORA’s Hydro forecasts are TY 

                                              
119 Ex. SCE-18, p. 28. 
120 Ex. ORA-7, p. 16, line 17. 
121 Ex. SCE-18, p. 33. 
122 Ex. ORA-7, p. 3, Table 7-1. 
123 Ex. SCE-18, p. 27, line 7. 
124 Ex. ORA-7, p. 9, Table 7-5. 
125 Ex. SCE-2, Vol. 7, Pt. 1, workpapers, p. 44. 



24 

2015 Operational Excellence adjustments of $185,000 in labor and $148,000 in non-labor. ORA 

addresses Operational Excellence in Section 24 of this Brief.  

Hydro Generation Capital Expenditures 

SCE’s Hydro capital expenditure forecasts for 2013, 2014 and 2015 are $81.7 million, 

$72.5 million and $99.2 million, respectively. ORA stipulated to SCE’s revised Rebuttal 

forecasts for 2013, 2014, and 2015 of $60.2 million, $71.1 million and 90.2 million, 

respectively126 where SCE agrees to the removal of the Mammoth Fishwater Project, and actual 

recorded capital expenditures for 2013.127 

5.6. Generation –Gas Fired 

Mountainview Power Plant (Mountainview) located in Redlands, California, began 

commercial operation in January 2006, with a nominal output of 1,050 MW, consisting of two 

modern combined-cycle operating units (3 & 4) with four natural gas fired turbines feeding two 

steam turbines. 

SCE requests TY 2015 O&M expenses of $50.3 million, a 72% increase over 2012 

recorded expenses, and capital expenditures of $9.6 million, $1.3 million and $1.1 million for 

2013, 2014 and 2015, respectively.128  ORA recommends $47.290 million in O&M expenses for 

the Test Year129 and does not dispute SCE’s capital Rebuttal positons for 2013, 2014 and 2015 of 

$9.3 million, $1.3 million, and $1.1 million, respectively.130  

5.6.1. Mountainview 

Operations and Maintenance Expenses 

SCE’s TY 2015 O&M expense for Mountainview consists of four cost components: 131 

Base Forecast (labor and non-labor), Non-Contract Service Agreement (CSA) 2016 Overhaul 

Adjustment, CSA Annual Fees, and CSA Major Outage Fees.  ORA does not dispute the Non-

CSA Overhaul Adjustment.   The reasons for the differences in the other components are 

discussed below. 

                                              
126 See Ex. ORA-57R. 
127 Ex. SCE -18, p. 38. 
128 Ex. ORA-7, p. 26. 
129 Ex. ORA-7-A, p. 29. 
130 Ex. SCE-18, p. 59, line 11. 
131 Ex. SCE-2, Vol. 8, p. 16. 
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Base Labor and Non-Labor Forecast 

The first O&M expense cost component includes the annually reoccurring labor and non-

labor or “base” O&M expenses.  ORA recommends an adjustment of $1.7 million to SCE’s non-

labor forecast and makes no adjustments to SCE’s base O&M labor forecast of $7.5 million.132 

SCE forecasts base O&M non-labor for the TY 2015 of $12.842 million, using a mix of 

LRY (2012) (operations) and four-year averaging (maintenance). ORA recommends using LRY 

(2012) for non-labor accounts, a TY 2015 base forecast of $11.143 million, consisting of $7.5 

million labor and $11.1 million non-labor.   

To forecast base labor and non-labor O&M, SCE consolidated generation and operation 

supervision FERC Accounts 546-550 into FERC Account 549, using LRY to forecast labor and 

non-labor. For maintenance FERC Accounts 551-554 (consolidated into FERC Account 554) 

SCE uses a four-year average of non-overhaul years (2008, 2010-2012) to forecast non-labor and 

LRY (2012) for labor.133 

SCE’s non-labor maintenance account four-year averaging method is based on: (1) “[I]n 

2012 relatively few breakdowns were incurred, and relatively less maintenance was performed as 

compared to prior years while awaiting the extended outages for the planned 2013 MI 

overhauls,” and (2) “[r]ecorded non-labor costs in this account have fluctuated during the 2008 

through 2012 so an average is an appropriate base forecast.”134  While 2009 was an overhaul 

year not reflective of “base” operations (which SCE excludes from its forecast), in 2008, 

Mountainview O&M and capital expenditures were not recorded in base rates, but rather through 

a Power Purchase Agreement (PPA).135 From 2010 to 2012, all non-overhaul years, non-labor 

expenses year-over-year have trended down.  The recorded non-labor data suggests SCE has 

become more familiar with efficiently operating Mountainview. Although the current trend is 

likely to continue, using 2012 to forecast non-labor provides SCE sufficient ratepayer funding in 

the event that more breakdowns occur in the TY 2015 than in the base year 2012.  

Due to the consistent trend, ORA recommends using LRY (2012) for non-labor O&M 

expenses for both maintenance and operations accounts, which results in a base non-labor 

                                              
132 Ex. SCE-2, Vol. 8, p. 15. 
133 Ex. SCE-2, Vol. 8, p. 18. 
134 Ex. SCE-2, Vol. 8, p. 28. 
135 D.09-03-025, O.P. 21. 
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forecast of $11.1 million, an adjustment of $1.7 million to SCE’s forecast. Use of the LRY 

(2012) for labor and non-labor in all Mountainview FERC Accounts results in a total TY 2015 

base O&M expense forecast of $18.651 million, comprising $7.735 million labor and $11.143 

million non-labor.136  

In Rebuttal SCE states “[O]RA fails to explain how its forecast, which matches 2012 

recorded expense, provides SCE sufficient funding for a greater level or repairs than those 

experienced in 2012.”137 SCE has not provided quantitative evidence to support the claim that 

repairs were significantly lower in 2012 than prior years other than aggregated recorded data. 

The aggregated non-labor data shows a consistent trend for three years 2010-2012 as provided in 

ORA testimony.138 Since SCE did not provide parties with 2013 recorded/adjusted O&M 

expenses in the same format as provided in SCE’s application, and given the 2010-2012 non-

labor trend, ORA continues to recommend 2012 recorded O&M expenses for the TY 2015.  

 Non-CSA 2016 Overhaul Adjustment Labor and Non-Labor 

For the second component, SCE adds to its base labor and non-labor forecast two upward 

adjustments, $0.227 million to labor and $1.501 million to non-labor. SCE’s TY 2015 

adjustment addresses the increased O&M maintenance expenses associated with the forecast 

2016 Hot Gas Path Inspection (“HGPI”) not funded by the Contract Service Agreement (“CSA”) 

with GE. SCE’s forecast adjustment is calculated from the difference of 2009 base labor and 

non-labor, and the average of 2008 and 2010-2012 base labor and non-labor, annualizing the 

increase over the rate case cycle.139  ORA makes no adjustments to this forecast. 

CSA Annual Fees Other Expenses 

The third component of SCE’s TY 2015 O&M forecast is for Contract Service 

Agreement (CSA) Fees. SCE and ORA have different forecasting methods in CSA Annual Fees 

annualized over the rate case cycle 2015-2017.140 

                                              
136 Ex. ORA-7, p. 31. 
137 Ex. SCE-18, p. 54, line 2.  
138 Ex. ORA-7 p. 31, Graph 7-5.  
139 Ex. SCE-2, Vol. 8, pp. 27-28, and calculations in DRA-115-PM1, Q.6, Attachment.  
140 Ex. ORA-7C, p. 32.  The SCE and ORA forecasts for CSA Annual Fees are confidential numbers and can be 
found in the confidential versions of Exhibit ORA-7C and ORA-7C-A. 
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The CSA Annual Fee consists of a Fixed Fee, a Variable Fee and a Performance Fee paid 

to General Electric (“GE”). Generally, SCE forecasts the 2015 through 2017 costs of these three 

fees by:  (1) escalating the 2008 through 2012 recorded costs to 2012 dollars, (2) averaging five-

year recorded costs, (3) applying forecast CSA escalation for 2013-2017, and (4) annualizing the 

payments over the 2015-2017 rate case cycle141 (note: forecasts for CSA fees are represented in 

2015$ due to specific interest rates being applied based on the confidential contract with GE). 

The Variable Fee portion also includes the added costs for the Tier 1 to Tier 2 pricing increase 

forecast to occur in 2014. 

ORA uses SCE’s method for the Fixed and Performance Fees, but ORA uses an actual 

recorded CSA Annual Escalation Factor for 2013,142 which affects the Total Escalation Factor.143 

To forecast the remaining 2014-2017 CSA Annual Escalation Factor, ORA averaged 2009-2013 

recorded factors, while SCE averaged 2008-2012 factors. 

ORA’s recommendation for the Variable Fee consists of using the actual recorded 

Factory Fired Hours (FFH), 2009-2011, for each unit rather than SCE’s method of averaging 

recorded yearly payments. 2008 is not used due to Mountainview being subject to a PPA rather 

than O&M recorded in base rates, nor is 2013 used due to the Major Overhaul. The 2009 is the 

last time SCE conducted the Hot Gas Path Inspection (HGPI) on both units, which requires 

extended outages, affecting the Fire Factory Hours (FFH), thusly reducing the variable payments 

SCE makes to GE.   

SCE’s Rebuttal testimony disregards ORA’s analysis of SCE’s forecasting methodology 

for the Contract Service Agreement (CSA) Variable Fee, other than criticizing ORA’s use of a 

three year average (2009-2011) rather than SCE’s five year (2008-2012) average. Recorded 

yearly payments (SCE’s method) are not based on the actual FFH, but rather on SCE’s forecast 

FFH. Payments to General Electric are adjusted the next quarter reconciling differences between 

forecast and actual FFH.144  ORA correctly based its forecast on actual FFH, rather than SCE’s 

method of basing its forecast on FFH payments, which inflate SCE’s forecast due to the CSA 

                                              
141 Ex. SCE-2, Vol. 8C, p. 29, SCE asserts confidential information. 
142 Ex. SCE-2, Vol. 8C, workpaper, pp. 1-2, Line 3, SCE asserts confidential information. 
143 Ex. ORA-7, workpaper 7-8C for calculations, SCE asserts confidential information. 
144 Ex. ORA-7, p. 34, based on review of SCE-2, Vol. 8C, workpapers, pp. 31-33, which SCE asserts is confidential 
information. 
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agreement with GE.145  SCE does not acknowledge the fact that its five year average (2008-

2012) only captures one year of Overhauls. For the 2015-2017 GRC cycle SCE forecasts Major 

Maintenance on both units, one year out of three, rather than five. The Major Maintenance 

affects the availability of the units affecting the yearly FFH, thusly lowering the Variable Fees 

paid to GE.  SCE’s method inflates the forecast FFH payments to GE. 

ORA’s methodology of forecasting TY 2015 FFH hours applies the escalation rates 

proposed by TURN and accepted by SCE, in SCE’s Rebuttal position.146  ORA continues to 

support its use the average recorded actual FFH from 2009-2011 to forecast Variable Fee 

payments for the 2015-2017 GRC cycle.  

CSA Major Overhaul Fees 

The fourth component of SCE's TY 2015 O&M forecast is the Contract Service 

Agreement Fees. SCE and ORA forecasts in Major Outage Fees are annualized over the rate case 

cycle 2015-2017, for forecast 2016 HGPI overhauls. ORA applied actual 2013 escalation rates 

and then used the average of 2009-2013 recorded escalation rates to forecast 2014-2017 rates, 

while SCE used 2008-2012 recorded escalation rates to forecast 2013-2017 rates.147  

In Rebuttal, SCE says that “…SCE believes that the increase in Mountainview expense in 

2013 (as compared to 2012) was very substantial. Once adjusted and computed, the incremental 

costs of the 2013 overhauls will almost certainly be well in excess of the 2012 “underspend” 

noted by ORA.”148  

SCE does not address the fact that there are no overhauls forecast for 2014, resulting in 

recorded expenses being returned to levels similar to 2010-2012 recorded. 

SCE’s statement that “[t]he combined SCE rebuttal position forecast for Hydro, 

Mountainview and Peakers is $112.2 million, and is essentially identical to 2009 recorded O&M 

expense of $112.3 ($2012), the last year (up until 2013) that Mountainview incurred overhaul 

expenses”149 is a meaningless comparison. SCE incurred major overhaul payments in 2008 and 

                                              
145 See, Ex. ORA-7, p. 34. 
146 SCE-18, p. 54, Table VI-13. 
147 Ex. ORA-7C-A, p. 35. 
148 Ex. SCE-18, p. 18. 
149 Ex. SCE-18, p. 19. 
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2009,150 yet none in 2010. Taking an average of 2008-2010 recorded expenses ($2012) results in 

an average of $42.2 million, or $8.1 million less than SCE’s mismatched figures. ORA’s forecast 

for the Hydro, Mountainview and Peakers is $105.9 million, $1.8 million more than the average 

including the normalization of the three year cycle of Mountainview O&M expenses.  ORA’s 

recommendation is a more realistic forecast given SCE’s drastic over collection from 2008-2012 

in base rate Non-Nuclear Generation O&M. 

Capital 

SCE agreed in Rebuttal to utilize 2013 recorded capital expenditures as recommended by 

ORA.151  ORA makes no adjustments to SCE’s 2014 or 2015 forecast capital expenditures of 

$1.3 million and $1.1 million respectively.152  

Peakers 

SCE owns and operates five gas-fired power plants (Peakers) providing an aggregate of 

245 MWs.  The peaking units are of recent vintage and have been installed pursuant to the 

Commission’s 2006 Resolution.153  The simple-cycle, quick start units are intended for peak load 

operations to support system reliability. The first four Peakers, Barre, Center, Grapeland, and 

Mira Loma, began commercial operation in August 2006. Due to permitting delays, McGrath 

began commercial operation in November 2012.154 

SCE requests $10.5 million in O&M expenses for TY 2015, an increase of 15% over 

2012.155 SCE requests capital expenditures for 2013, 2014 and 2015 of $1.1 million, $3.0 million 

and $3.0 million, respectively.156 

SCE proposes O&M expenses of $10.4 million in TY 2015 to operate its five Peakers.157 

SCE’s TY 2015 forecast consists of $9.2 million in base O&M expenses based on historical 

averaging, and the last recorded year (LRY) of 2012. SCE also forecasts an upward adjustment 

                                              
150 Ex. SCE-18, p. 17, line 13. 
151 Ex. SCE-18, p. 59, line 7. 
152 Ex. ORA-7, p. 35. 
153 Resolution E-4031, November 9, 2006. 
154 Ex. SCE-2, Vol. 9, p. 3. 
155 Ex.SCE-2, Vol. 9, p. 1. 
156 Ex. ORA-7, p. 36. 
157 Ex. SCE-2, Vol. 9 at 1. 



30 

over base year 2012 O&M of $1.2 million for annualized McGrath O&M expenses.158 ORA 

recommends TY 2015 O&M expenses of $9.7 million, consisting of base O&M expenses of $9.1 

million using 2012  ($170,000 reduction to SCE’s request) and an upward adjustment of 

$638,000 for the addition of McGrath (a $568,000 reduction to SCE’s request). 

Base Peaker Labor and Non-Labor 

ORA’s first recommendation is an adjustment to SCE’s base forecast. SCE’s base 

forecast uses 2012 recorded for non-labor and a mix of 2012 and four-year averaging (2009-

2012) for labor.159  ORA agrees with SCE’s use of LRY (2012) for non-labor due to non-labor 

expenses being relatively flat for the last three years. However, SCE’s method of using a 

combination of LRY and four-year averages for labor, results in an inflated base forecast.160 

 SCE’s direct and Rebuttal testimonies make no attempt to quantify labor recorded to 

capital accounts in 2012, SCE’s central argument against using LRY for labor in FERC account 

554. SCE is also silent on the facts that; (1) Base Peaker O&M expenses have been completely 

(+/- 0.5%) flat for the last three years (2010-2012) and (2) SCE’s forecasting method for labor is 

greater than five, three and two year averages.161 ORA continues to support its use of LRY to 

forecast base Peaker O&M expenses given the data presented by SCE. ORA’s recommendation 

using LRY for both labor and non-labor, results in a base forecast of $9.1 million, an adjustment 

of $170,000 to SCE’s TY 2015 O&M forecast.  

McGrath Adjustment 

ORA’s second recommendation is an adjustment to SCE’s method of annualizing direct 

O&M for McGrath, which began commercial operation in November 2012. SCE annualizes the 

three months (October to December 2012) of recorded direct O&M for McGrath ($401,934), 

increasing SCE’s TY 2015 forecast by $1.2 million over 2012 recorded.162  SCE’s method 

assumes direct O&M expenses for McGrath in TY 2015 of $1.6 million (2012$).163  ORA 

recommends using the average 2012 direct O&M expenses for Peakers Barre, Center, Grapeland, 

                                              
158 Ex. SCE-2, Vol. 9 at 10, workpaper 44a. 
159 Ex. ORA-7, p. 38, citing SCE’s response to DRA-Verbal-008-PM1, Q.2f, Attachment. 
160 Ex. ORA-7, p. 40. 
161 See ORA-7, p. 40, Table 7-15. 
162 Ex. SCE-2, Vol. 9, workpaper 44a. 
163 Ex. SCE-2, Vol. 9, pp. 9-10 and workpaper 44a. 



31 

and Mira Loma of $1.0 million164 to forecast TY 2015 McGrath O&M expenses. ORA’s method 

results in an upward adjustment of $638,000 to account for a full year of McGrath O&M 

expenses in the TY 2015, an adjustment to SCE’s forecast of $568,000.  

SCE’s TY 2015 base forecast and the adjustment to annualize McGrath, represents 18% 

of total Peaker fleet costs, while ORA’s forecast to annualize McGrath, based on the average of 

the direct O&M to the other four Peakers (Barre, Center, Grapeland, and Mira Loma), equals 

11.5% of total forecast Peaker fleet costs.165  SCE’s testimony does not show that the three 

months of initial McGrath O&M expenses are representative of TY 2015 activities.  

SCE’s method of utilizing the first three months of commercial operations to base its TY 

2015 forecast for McGrath O&M expenses is vague and SCE provides no analysis on points 

raised in Rebuttal.166 SCE stated in Rebuttal:  

“[W]hile Peaker-Common costs will also be impacted by the addition of 
McGrath to the Peaker fleet, SCE’s forecast did not incorporate an 
additional specific amount for that expected cost impact. Rather, SCE 
conservatively concluded that the “tripling” of the 2012 McGrath specific 
FCCs would be sufficient to fund both the full year of O&M for the 
McGrath-specific FCCs, and the full-year of added cost that McGrath will 
have on the Peaker-Common FCCs.”167  

By SCE’s own admission it did not attempt to quantify Peaker-Common costs. 

Additionally, SCE’s TY 2015 direct testimony did not identify Peaker-Common costs as a 

component of its forecast.  

SCE’s Rebuttal contradicts its TY 2012 GRC testimony by stating:  

“[T]o accurately forecast Test Year 2015 O&M expenses, the common 
(i.e. shared) expenses need to be included. Therefore, using the 2012 
recorded common expenses ($4.514 million) to produce an average 
common expense per power plant results in an additional $1.129 
million of expense per Peaker. This amount, when added to ORA’s 
calculated direct expense per Peaker Plant ($1.0 million), results in a 
total forecast (including both direct and common expenses) of $2.129 
million, approximately $0.5 million higher than SCE’s Test Year 2015 

                                              
164 Ex. ORA-7, p. 42, citing SCE’s response to DRA-67-PM1, Q.4, Attachment. 
165 Ex. ORA-7, workpaper 7-11. 
166 Ex. SCE-18 p. 64-66. 
167 Ex. SCE-18, p. 65, lines 17-21. 
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forecast. Using ORA’s recommendation plus appropriately including 
the common expenses would result in a forecast that exceeds SCE’s 
request.”168 

SCE’s statement completely ignores economies of scale and TY 2012 GRC testimony 

where SCE stated: “[b]ecause of economies of scale, the fifth unit (i.e., McGrath) actually 

represents well less than one-fifth (i.e., less than 20%) of total fleet O&M expense…SCE’s 

assumption that McGrath only represents 12% of total Peaker fleet costs demonstrates SCE’s 

plan to minimize to the extent practical the impact of the McGrath Peaker addition on total 

costs.”169  SCE’s Rebuttal testimony does not address the connection ORA makes between the 

TY 2012 GRC testimony, economies of scale, nor how the forecast O&M expenses for addition 

of McGrath have increased from 12% (TY 2012 GRC) to 18% (TY 2015 GRC) of total Peaker 

fleet costs.  

SCE has underspent in the last three years (2010-2012) by an average of $2.0 million, or 

an average of 18% below Commission authorized Peaker O&M.170  ORA’s total TY 2015 O&M 

expense forecast for all five SCE owned and operated Peaker power plants is $9.7 million, which 

is a  $0.7 million adjustment to SCE’s forecast.171  

ORA continues to support its use of an average of direct Peaker O&M expenses to 

forecast the additional O&M expense impact of McGrath for the TY 2015. 

  5.6.2. Peaker Capital Expenditures 

SCE forecasts Peaker capital expenditures for 2013, 2014 and 2015 of $1.1 million, $3.0 

million and $3.0 million, respectively.172  ORA recommends using actual recorded adjusted 2013 

capital expenditures of $1.2 million. SCE agreed to utilize actual recorded 2013 capital 

expenditures of $1.2 million.173 ORA does not dispute SCE’s 2014 and 2015 capital expenditure 

forecasts for Peakers.174  

                                              
168 Ex. SCE-18, p. 66, lines 17-24. 
169 Ex. ORA-7, p. 42, citing A.10-11-015, Ex. 17, p. 8. 
170 Ex. ORA-7, p. 9, Table 7-5. 
171 Ex. ORA-7, p. 43. 
172 Ex. SCE-2, Vol.9, p. 17, Figure V-6. 
173 SCE-18, p. 69, line 3. 
174 Ex. ORA-7, p. 43. 
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5.7. Generation – Other 

5.7.1. Solar Photovoltaic 

In 2009, the Commission authorized a five year Solar Photovoltaic Program (SPVP) for 

SCE to develop 250 MW of solar photovoltaic (PV) utility owned generation (UOG).175  The 

decision was later amended in 2012,176 and again in 2013 reducing the UOG portion of the 

program to no more than 91 MW (DC).177 

SCE’s TY 2015 request for the Solar Photovoltaic (PV) O&M activities totals $4.298 

million.178  ORA recommends TY 2015 O&M expenses of $3.361 million.179 

SCE requests 2013, 2014 and 2015 capital expenditures of $31.5, $0.4 and $1.0 

million,180 respectively. ORA recommends the Commission use SCE’s actual 2013 capital 

expenditures of $26.6 million, and does not dispute SCE’s 2014 or 2015 forecasts.181   

SCE also proposes to close the Solar Photovoltaic Program Balancing Account 

(SPVPBA) and fully recover capital expenditures and O&M expenses recorded in the SPVBA 

for the project construction period, including ongoing O&M and capital expenditures in base 

rates starting January 1, 2015.  ORA accepts SCE’s proposal to eliminate the SPVPBA at the end 

of 2014 as SCE has completed the construction of the 91 MW (DC) of utility owned generation 

as directed by the Commission.182 ORA makes recommendations regarding the reasonableness of 

costs recorded to the SPVPBA below.183 

Operations and Maintenance Expenses 

SCE’s TY 2015 request of $4.298 million for Solar Photovoltaic (PV) O&M includes 

$2.214 million184 for the Solar PV Program labor and non-labor expense, and $2.084 million for 

                                              
175 D.09-06-049, pp. 44, 45. 
176 D.12-02-035. 
177 D.13-05-033, pp. 1-2. 
178 Ex. SCE-2, Vol. 10, p. 10. 
179 Ex. ORA-7, p. 45, Graph 7-9. 
180 Ex. SCE-2, Vol. 10, p. 7. 
181 Ex. ORA-7, p. 44. 
182 D.13-05-033, p. 16. 
183 Ex. ORA-7, p. 48. 
184 Ex. SCE-2, Vol. 10, p. 15. 
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the Solar PV lease expense.185 ORA recommends $1.277 million for TY 2015 SPVP O&M 

activities and accepts SCE’s forecast for roof lease expenses of $2.084 million, for a total TY 

2015 forecast of $3.361 million. An adjustment of $0.937 million to SCE’s forecast. 

SCE states it “…[d]eveloped its 2015 expense forecast primarily based on the previously 

planned cost per MW for the SPVP development.”186  SCE’s forecast is partially based on 

historical expenses, as SCE states: “[e]xcept for leases, there is not sufficient O&M history on 

the SPVP sites to utilize a forecasting method based only on recorded data, therefore the O&M 

forecast relies more on budgeted forecasts that are based in recorded history.”187  

ORA did request historical O&M, asking SCE to:  

[P]rovide base (only labor and non-labor maintenance excluding 
any costs associated with the construction and implementation of 
the SPVP program) O&M expenses, yearly 2009-2013, by year 
delineated by labor, non-labor and other (in nominal and base year 
2012$).188 

SCE responded: 

[E]xpense components that were solely due to (or higher because 
of) activities for the construction and implementation of the SPVP 
program were not separately tracked from all other expenses 
incurred to operate and maintain the SPV plants as the plants came 
on-line. Therefore, SCE is unable to provide this data.189 

ORA interpreted this response as saying that SCE’s “recorded” historical expenses 

include not just O&M expenses, but also expenses attributable to SPVP construction. As stated 

in SCE’s application “[h]istorical O&M data from 2009-2012 includes expenses in excess of that 

required for the 2015 Test Years due to expenses that relate to new site construction through 

2013.”190 Including, at least in part, past construction costs in the TY 2015 estimate of O&M 

expenses inflates SCE’s forecast. 

ORA’s O&M expense recommendation is based on a calculated dollar per MW (DC), 

derived from SCE’s contract with US Most, which monitored, operated, and maintained SCE’s 

                                              
185 Ex. SCE-2, Vol. 10, p. 17. 
186 Ex. SCE-2, Vol. 10, p. 16.  
187 Ex. SCE-2, Vol. 10 p. 9, emphasis added. 
188 Ex. ORA-7, p. 52 citing DRA-202-PM1, Q.3. 
189 Ex. ORA-7, p. 51 citing SCE’s response to DRA-202-PM1, Q.3 emphasis added. 
190 Ex. SCE-2, Vol. 10, p. 13. 
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solar sites from 2009-2013. At the end of 2012, SCE had 84.65 MW (DC) online,191 which 

provides the first input for ORA’s recommendation. The second input, is the total recorded cost 

of the contract with US Most in 2013, $1.182 million (2012$).192 The third input is SCE’s total 

91.42 MW (DC) solar generation.193 

ORA’s forecast of $13,972 per MW (DC) is higher than the actual contract cost with US 

Most, as it does not account for the additional 6.77 MW (DC) generation built in 2013, which US 

Most monitored, operated, and maintained for some part of the year. Given the cost of the 

contract with US Most, SCE’s forecast of $24,330 per MW (DC) is excessive. By adopting 

ORA’s recommendation, the Commission will hold SCE accountable for monitoring, operating 

and maintaining the SPVP system at or below the cost of the contract with US Most in TY 

2015.194 

In Rebuttal, SCE says that its “forecast is based on SCE’s Operational Experience with 

the SPVP Program and Recorded Costs.”195  SCE then, implies that it has or will incur O&M 

expenses in the amount of $927,050 (2012 dollars) for “O&M expenses not covered in a Third 

Party O&M Contract.”196 

To ORA’s knowledge, this is the first time SCE has provided this information.  But it is 

by no means the first time ORA has asked for it.  The chronology is actually apparent from data 

request responses SCE attached as Appendix G. 

In September 2013,  ORA sent SCE a data request questioning SCE’s forecast of O&M 

for Solar, and asking SCE to “[s]how the derivation of each individual estimate……” Is the 2015 

forecast based on 2012 recorded then escalated to 2015? If so provide 2012 recorded and 

escalation rates. If not, provide the process for forecasts.”197 SCE provided round numbers with 

27% of SCE’s non-lease forecast derived “[b]ased on 2012 recorded/based on recorded costs.”198   

                                              
191 Ex. ORA-7, p. 52 citing SCE’s response to DRA-202-PM1, Q.4a, Supplemental-2 Attachment. 
192 Ex. ORA-7 C, p. 47 citing SCE’s response to DRA-202-PM1, Q.4a, Supplemental-2 Attachment. 
193 Ex. SCE-2, Vol. 10, p. 3, Table I-1. 
194 Ex. ORA-7, p. 48. 
195 Ex. SCE-18, p. 74, heading, lines 6-7. 
196 Ex. SCE-18, p. 76, Table VIII-19, Table Heading. 
197 See Ex. SCE-18, appendix G, p. G-5 to 6. 
198 Ex. SCE-18, Appendix G, p. G-7, citing See SCE’s response to DRA-Verbal-018 Q. A.01. 
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Later, in September 2013 (during the NOI review process), ORA asked, with reference to  

“…DRA-Verbal-10 Q.C.01 – and subsequent response verbal 13-Q.C.01” that SCE provide 

additional information to support attachment 01 regarding the following statements, with 17% of 

SCE’s non-lease forecast derived “[b]ased on 2012 recorded costs/ based on recorded costs.”199:   

 Estimate of SCE field personnel based on experience, extrapolated 
to full number of installations,  

 Based on existing lease agreements, and 

 Based on forecast labor requirements.200  

 

ORA’s data request referred SCE to D.07-07-004  and the standard requirements List of 

Documents that are supposed to be included with the Notice of Intent to “[s]how the derivation 

of each individual estimate.”  ORA also asked that, “[i]f SCE has already provided any of the 

above information [to] direct DRA to where the information is contained.”201  

The response SCE provided in September 2013 was a spreadsheet and the following 

narrative:  “Attached is an excel spreadsheet that contains calculations for the individual forecast 

line items.  Note that an error was discovered for the roof leases, which reduces our test year 

forecast for FERC Account 550 by $103,349.  This reduction will be reflected in the Application 

testimony and workpapers.  The attached file will be included in the Application workpapers.”202 

SCE did not update the spreadsheet contained in the response to DRA-Verbal-013.   But 

then, in Rebuttal, SCE states “ORA’s flawed forecasting approach excludes the costs for 

numerous other activities not included in the scope of the US Most contract, such as those 

summarized below.”203 

As noted above,  a year earlier, ORA had asked SCE to “[p]rovide base (only labor and 

non-labor maintenance excluding any costs associated with the construction and implementation 

                                              
199 See SCE’s response to DRA-Verbal-013 Q. C.01. 
200 Ex. SCE-18, Appendix G, p. G-5, citing SCE -18, Appendix G, p. G-7. 
201 Ex. SCE-18, Appendix G, p. G-7. 
202 Ex. SCE-18, Appendix G, p. G-7- to 8. 
203 Ex. SCE-18, p. 75, lines 15-17 (not numbered). 
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of the SPVP program) O&M expenses, yearly 2009-2013, by year delineated by labor, non-labor 

and other (in nominal and base year 2012$).”204 

Also, as noted above, a year earlier, SCE had said it was “… unable to provide this 

data.”205  SCE’s presentation in Rebuttal of information implying that there are O&M expenses 

in the amount of $927,050 that ORA left out, is not just improper Rebuttal, it is flatly 

contradicted by SCE itself in SCE’s direct testimony.  SCE’s direct testimony stated “Test Year 

2015 O&M estimates are based on previously established cost per MW for the SPVP sites for all 

operations and maintenance activities and include labor and materials necessary for maintaining 

the plant and lease expenses. Except for the site leases, there is not sufficient O&M history on 

SPVP sites to utilize a forecasting method based on recorded history.”206 

ORA asks that the Commission accord SCE’s argument no weight.  

Capital  

SCE forecasts capital expenditures for 2013, 2014 and 2015 of $31.5 million, $0.4 

million and $1.0 million, respectively.207  ORA recommends 2013, 2014 and 2015 capital 

expenditures of $25.536 million, $0.4 million and $1.0 million, respectively.  ORA utilized 

actual recorded 2013 capital expenditures.  According to SCE, “[C]apital expenditures in 2013 

reflect the capital required to complete the construction of the SPVP final solar site, Redlands 

distribution center (RDC) 10.”208  All construction costs are subject to the reasonableness review 

addressed below. SCE agreed to reduce forecast SPVP 2013 capital expenditures to the final 

adjusted amount recorded in 2013, of $25.536.209  ORA has no adjustments to SCE’s 2014 or 

2015 capital expenditure forecasts. 

Solar Photovoltaic Program Balancing Account 

ORA accepts SCE’s proposal to eliminate the Solar Photovoltaic Program Balancing 

Account (“SPVPBA”).  At the end of 2014 as SCE has completed the construction of the 91 MW 

                                              
204 Ex. ORA-7, p. 47 citing SCE response to DRA-202-PM1, Q.3. Also see ORA-7, p. 46. 
205 SCE’s response to ORA data request DRA-202-PM1, Q.3 emphasis added. Also see ORA-7, p 46. 
206 Ex. SCE-2, Vol. 10, p. 9 emphasis added. 
207 Ex. SCE-2, Vol. 10, p. 7. 
208 Ex. SCE-2, Vol. 10, workpapers, p. 90. 
209 Ex. SCE-18, p. 79, line 12. 
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(DC) of utility- owned generation as directed by the Commission.210  ORA’s recommendations 

regarding the reasonableness of costs recorded to the SPVPBA are set forth below. 

Solar Photovoltaic Program Reasonableness Review 

In D.09-06-049, the Commission found that “[r]eview of all SPVP costs should be 

conducted in SCE’s GRC proceeding…”211 The original Solar PV Program authorized $41.31 

million (2008$) in O&M and $962.5 million (2008$) in direct capital expenditures during the 

2008 through 2014 program period,212 with the program expected to last five years.213  In D.12-

02-035, the Commission revised D.09-06-049 upon SCE’s request, reducing the UOG214 from 

250 MW to no more than 125 MW.  In doing so, the Commission also reduced SCE’s O&M and 

capital expenditures reasonableness by half.215 In 2013, the Commission further reduced SCE’s 

UOG to no more than 91 MW, reducing reasonable cost estimates to $15.036 million (2008$) for 

O&M expenses and $350.35 million (2008$) plus 10% contingency in direct capital 

expenditures.216 

According to SCE testimony, SCE interprets D.09-06-049 to approve all O&M expenses: 

only direct capital costs are subject to the reasonableness review. SCE states that, “[p]ursuant to 

D.09-06-049, only direct capital costs in excess of the annual $3.85/W threshold will be subject 

to reasonableness review.”217  SCE provides no citation to D.09-06-049 to support the statement.  

Limiting the reasonableness review to direct capital costs is what SCE asked for in its 

original application,218 but ORA has found nothing in the decision that explicitly adopts that 

limitation.  Decision 09-06-049 states that “… we will review SCE’s operation of SPVP, 

including SCE’s maintenance practices and performance of the facilities) in its ERRA 

proceeding, and review all program costs (including O&M costs) in SCE’s GRC.  We direct that 

SCE’s lease costs and SCE’s annual O&M costs be subject to reasonableness review in SCE’s 

                                              
210 Ex. ORA-7-A, p. 48. 
211 D.09-06-049, Finding of Fact 9, p. 57. 
212 D.09-06-049, p. 44. 
213 D.09-06-049, pp. 7-8. 
214 Utility Owned Generation. 
215 D.12-02-035, p. 27. 
216 D.13-05-033, p. 16. 
217 Ex. SCE-10, Vol. 1, p. 32. 
218 D.09-06-049, p. 7. 
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GRC.”219  Subsequent modifications in Decisions 12-02-035 and 13-05-033 have not changed 

that.  Both SCE’s O&M expenses and capital expenditures are subject to a reasonableness review 

in this GRC. 

SCE’s Request and ORA Recommendations  

SCE requests recovery of all reasonable and prudent capital expenditures and O&M 

expenses for the construction and maintenance from 2008 through 2014 of the SPVP program 

and to eliminate the SPVPBA.220  SCE “[e]xpects to continue to be allowed to recover all 

reasonable and prudent O&M expenses recorded to the SPVP balancing account.”221 ORA 

recommends recovery of capital expenditures up to $3.85/MW (DC) and O&M expenses with 

the exception of the $10.1 million fee paid to terminate a solar contract for undelivered solar 

panels.222  

Reasonableness of O&M Expenses 

SCE has exceeded the reasonableness threshold determined by the Commission for O&M 

expenses of $15.036 million (2008$),223 mostly because of one major expense. SCE incurred a 

$10.1 million (2011$) expense to break a contract with SunPower for undelivered solar 

photovoltaic (PV) arrays. SCE says it “…[t]erminated the Agreement, with respect to the 

unordered portion of the Supply, because it was no longer economical to customers to continue 

with this portion of the Agreement. The Agreement committed SCE to purchase panels at a unit 

price of over $2/Wp. Market prices for SunPower panels had dropped to below $2/Wp. 

Forecasted costs were expected to be $1/Wp or below by 2014.”224  SCE’s response relating to 

the contract and the termination of the contract raises several issues. 

SCE’s GRC testimony stated “[e]xpenses for the Project and Program O&M recorded in 

the SPVPBA from 2008-2012 totaled $22.8 million. These costs are lower than the projected 

amount identified in D. 13-05-033 for a 91 MW DC program.”225  Later, in response to ORA 

                                              
219 D.09-07-049, p. 45.  
220 Ex. SCE-2, p. 18. 
221 Ex. ORA-7, p. 50 citing SCE’s response to DRA-202-PM1, Q.12c. 
222 D. 09-06-049 approved cost reasonableness in 2008 dollars, but did not provide specific direction on escalation 
or de-escalation of costs.  
223 D.13-05-033, p. 16. 
224 Ex. ORA-7, p. 50 citing SCE’s response to DRA-291-PM1, Q.2b. 
225 Ex. SCE-2, Vol. 10, p. 26, emphasis added. 
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discovery, SCE said that its testimony was incorrect and that O&M expenses were in fact higher 

than the reasonableness level identified in D.13-05-033 and that the actual recorded O&M was 

$26.0 million rather than $22.8 million.226 SCE’s associated workpaper did not identify what 

year dollars values where being represented.227 

In response to a data request regarding SPVP O&M expenses, SCE stated “[e]xpense 

components that were solely due to (or higher because of) activities for the construction and 

implementation of the SPVP program were not separately tracked from all other expenses 

incurred to operate and maintain the SPV plants as the plants came on-line. Therefore, SCE is 

unable to provide this data.”228  SCE later amended the above response, identifying a onetime 

cost recorded to SPVPBA O&M expenses of $10.1 million. “[N]otwithstanding the above, there 

is one large cost item that was incurred during 2009-2013 that can be identified as being solely 

related to the construction and implementation of the SPVP program. SCE incurred a $10.1 

million termination fee, which recorded in 2011 to expense, to reduce the contracted amount of 

solar panels to be provided by a panel supplier for the program.”229 The disclosure of the 

termination fee of the panel supplier was not identified in SCE’s testimony. 

SCE signed the contract to supply solar modules in the first quarter of 2010, a time when 

solar module prices were on a steep decline. 

SCE’s commitment to purchase a large volume of modules at a unit price over $2/Wp 

was not a prudent use of ratepayer funds, due to declining trends of solar panel prices, and 

possible barriers to building 250 MW (DC) of utility owned generation. SCE’s choice to lock in 

a price of around $2/Wp mitigated the possibility of SCE exceeding the $3.85/W capital 

expenditure reasonableness threshold determined by the Commission, thereby protecting 

shareholders.  But it did nothing to allow SCE’s ratepayers to realize savings with reductions in 

solar module pricing. The end result to SCE ratepayers, as SCE seeks recovery of all capital and 

O&M expenses, is that; (1) SCE ratepayers paid higher than market prices from 2011-2012 for 

solar modules delivered through this contract, and (2) SCE is asking  its ratepayers pay $10.1 

million (2011$) for the terminated contract. 

                                              
226 Ex. ORA-7, p. 51 citing SCE’s response to DRA-202-PM1, Q.12a. 
227 Ex. SCE-2, Vol. 10, workpapers, p. 124. 
228 Ex. ORA-7, p. 52 citing SCE Response to DRA-202-PM1, Q.3.  
229 Ex. ORA-7, p. 52 citing SCE’s response to DRA-202-PM1, Q.3, Supplemental.   
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SCE’s business decisions regarding the contract with SunPower to procure solar modules 

using ratepayer funds were not prudent.  ORA recommends the Commission deny SCE recovery 

of the cost to terminate the contract to procure solar modules, a reduction of recovery for the 

SPVP program of $10.1 million incurred by SCE in 2011.  ORA’s recommendation adjusts the 

recovery of SCE’s recorded 2011 O&M expenses. 

In Rebuttal, SCE says that “ORA relies on 20/20 perfect hindsight analysis in 2014 to 

pass judgment regarding the actions SCE should have taken four years earlier without the benefit 

of that perfect hindsight knowledge.”230  SCE’s criticism does not address the concerns 

expressed in ORA’s testimony. 

SCE signed the contract with Sunpower in the first quarter of 2010.  Prices were 

declining when SCE signed a contract for 200MW when it had buildout around 5MW.231  

SCE’s rebuttal does not address ORA’s biggest concern regarding the contract with 

SunPower, “SCE’s commitment to purchase a large volume of modules at a unit price over 

$2/Wp was not a prudent use of ratepayer funds.”232  SCE’s statement “SCE entered into MSAs 

(Master Service Agreements) to ensure a competitive price for these modules and ensure timely 

delivery for the SCE SPVP program installation schedule”233 provided neither. The $/W in the 

1Q 2013 contract with Trina of $0.68 ($/W DC)234 is less 35% of the contact with SunPower of 

$2.05 ($/W DC),235 and SCE than built less than 40% (91.4 down from 250) of the utility owned 

generation MWs originally approved in D. 09-06-049.236  

SCE’s rebuttal attempts to quantify savings for the termination of the contract with 

SunPower. However, SCE’s decision to sign such a large contract in 2010 was an imprudent use 

of ratepayer funding.  SCE signed a contract at a price that was within the Cost Cap and would 

thereby protect SCE shareholders.  SCE did nothing to protect its ratepayers against the O&M 

costs, and ratepayers should not have to pay for SCE’s imprudence. 

                                              
230 Ex. SCE-18, p. 80, lines 25-27. 
231 Ex. SCE-2, Vol. 10, WP 123.  
232 Ex. ORA-7, p. 53. 
233 Ex. SCE-18, p. 80, lines 1-3. 
234 Ex. SCE-18, Appendix G, p. G-44. 
235 Ex. SCE-18, Appendix G, p. G-44. 
236 D.09-06-049, O.P. 1, p. 58. 
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5.7.2. Catalina 

SCE forecasts $2.5 million, $5.5 million and $0.4 million in capital expenditures for 

2013, 2014 and 2015, respectively.237  ORA recommends using recorded 2013 capital 

expenditures of $1.0 million,238 an adjustment to SCE’s forecast of $1.5 million.  ORA does not 

dispute SCE’s 2014 and 2015 capital expenditure forecasts for Catalina. 

ORA stipulated to SCE’s Rebuttal position of $4.36 million239 for the TY 2015240 

Catalina Capital Expenditures 

SCE forecasts $2.5 million, $5.5 million and $0.4 million in capital expenditures for 

2013, 2014 and 2015, respectively.  ORA recommends using recorded 2013 capital expenditures 

of $1.0 million, an adjustment to SCE’s forecast of $1.5 million.  ORA does not dispute SCE’s 

2014 and 2015 capital expenditure forecasts for Catalina. ORA stipulated to SCE’s Rebuttal 

position241 of $2.096 million, $3.215 million and $2.929 million for 2013, 2014 and 2015, 

respectively.242 

5.7.3. Fuel Cells 

SCE requests authorization to eliminate the current memorandum account treatment of 

the Fuel Cell Program located at the University of California, Santa Barbara (UCSB) and at 

California State University, San Bernardino (CSUSB), and recover associated ongoing O&M 

expenses and capital expenditures in base rates starting in 2015. SCE requests TY 2015 O&M 

expenses of $0.669 million243 and capital expenditures of $0.711 million in 2013.244 

ORA accepts SCE’s request for authority to eliminate the Fuel Cell Program 

Memorandum Account (FCPMA) and recover associated O&M expenses and capital 

expenditures in base rates starting in 2015, as O&M will consist of only ongoing O&M 

expenses. ORA recommends $0.544 million for the TY 2015 O&M expenses based on two 

                                              
237 Ex. SCE-2, Vol. 10, p. 39. 
238 See Ex. ORA-7 p. 63 citing SCE’s response to DRA-289-PM1, Q.1, Attachment. 
239 Ex. SCE-18, p. 90, Table X-24. 
240 See Ex. ORA-57R. 
241 Ex. SCE-18, p. 90-92 
242 See Ex. ORA-57R. 
243 Ex. SCE-2, Vol. 10, p. 30. 
244 Ex. SCE-2, Vol. 10, p. 29. 
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adjustments to SCE’s itemized forecast, totaling a reduction of $0.143 million to SCE’s TY 2015 

forecast of $0.669 million. 

The first adjustment is based on SCE’s Long Term Service Agreement (LTSA) for the 

Operations and Maintenance expenses of the 1.4 MW fuel cell plant at Cal State University San 

Bernardino (CSUSB).245  

In addition to the recommended forecast above, ORA identified two other plant 

performance issues in the LTSA which could affect the overall output of the plant in the TY 

2015.  One has to do with provisions in the LTSA that could affect plant performance.246   The 

second adjustment to SCE’s TY 2015 Fuel Cell O&M forecast is for SCE labor. ORA 

recommends half an FTE at the rate proposed by SCE or $56,750 in TY 2015 for half an FTE.247 

SCE requests ratepayer funding to support a full time position at a rate of $112,500 

yearly. According to SCE’s testimony, “This Full Time Equivalent (FTE) will provide project 

management and program contract oversight necessary to support the ongoing safe, compliant 

and reliable operation of the fuel cells.  The FTE will interface with the host universities, 

including outage scheduling, and will oversee numerous vendor service agreements.”248 

Even for a new program, these statements are inadequate to justify ratepayer funding for 

a full time equivalent employee at a Manager level.249  In its decision in SCE’s last GRC, the 

Commission said in a Conclusion of Law that “[i]n its next GRC application, SCE should 

provide the Commission a clear explanation of the workload analysis used to develop estimated 

labor increases, and an explanation of why new employees must be hired during the test year.”250   

SCE has not done so here. 

To address the above concerns with SCE’s labor forecast for the Fuel Cell Program in the 

TY 2015, ORA recommends half an FTE at the level requested by SCE, resulting in an 

adjustment of $56,250 to SCE’s labor forecast.  

                                              
245 Ex. ORA-7-C, p. 55.  The forecast amounts have been designated confidential. 
246 Ex. ORA-7-C, pp. 57-58. 
247 Ex. ORA-7, p. 58. 
248 Ex. SCE-2, Vol. 10, p. 31. 
249 Ex. SCE-2, Vol. 10, pp. 30-31. 
250 D.12-11-051, Conclusion of Law 5, p. 821. 
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ORA’s two adjustments to SCE’s Fuel Cell O&M forecast result in TY 2015 adjustments 

of $143,000, a seemingly small amount of money, but the adjustment represents a 21% reduction 

to SCE’s excessive TY 2015 forecast.  

In Rebuttal, SCE dismisses ORA’s LTSA forecast due to ORA not including an 

additional payment to the LTSA provider. SCE’s detailed forecast for the LTSA and direct 

testimony provides no mention of an additional payment.251 Further, based on the availability of 

the plant in its first year of operations SCE’s forecast is excessive.252 ORA’s forecast is more 

realistic considering normal wear and tear on the plant which affects the amount paid to the 

LTSA. 

ORA asks that the Commission accord SCE’s argument in Rebuttal no weight as it is 

both improper Rebuttal, and contradicted by SCE’s original testimony. ORA continues to 

support its forecast of $0.544 million an adjustment to SCE’s forecast to $0.143 million. 

 Capital  

SCE requests capital expenditures of $0.7 million in 2013; SCE spent $0 in 2013.253 The 

capital expenditures in 2013 were for construction of the Fuel Cell program and are subject to 

review in SCE’s ERRA proceeding. “[B]ecause SCE’s request in this application relates to 

approval of 2015 test year costs, the reasonableness of 2012-2014 O&M and capital costs 

recorded in the FCPMA will continue to be recorded in SCE’s ERRA proceeding.”254 Therefore 

ORA makes no recommendations in this proceeding regarding the 2013 or 2014 capital 

forecasts. SCE forecasts zero capital expenditures in 2015, with SCE requesting base rate 

recovery starting in 2015, which ORA does not oppose.255 

6. Transmission and Distribution 

6.1. T&D Policy  

Themes for Sections 6.4, Infrastructure Replacements 6.5, and Customer Driven 
Programs 6.7. Pole Loading 

                                              
251 Ex. SCE-2, Vol. 10, p. 31.  
252 See Ex. SCE-18C, p. 87, SCE asserts confidential information. 
253 Ex. ORA-7, p. 60 citing SCE’s response to ORA data request DRA-289-PM1, Q.1, Attachment. 
254 Ex. SCE-2, Vol. 10, p. 29. 
255 Ex. ORA-7, p. 59. 
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Exhibit ORA-11 discusses the analyses and recommendations of the Office of Ratepayer 

Advocates (ORA) regarding Southern California Edison Company’s (SCE or Edison) forecasts 

of certain Transmission and Distribution Business Unit (TDBU) capital expenditures for 2013, 

2014, and Test Year (TY) 2015.  The purpose of this Brief is to summarize ORA’s position 

concerning the issues discussed in Exhibit ORA-11, explain why the positions advocated by 

ORA are reasonable and should be adopted, and refute the allegations that SCE and CUE present 

in their Rebuttal testimonies. 

Many of the issues in dispute in this case do not involve disagreements regarding facts.  

Instead, many of the topics being litigated involve matters of judgment; especially prevalent are 

issues that seek to balance system reliability versus costs.  For its 2013 forecast, ORA utilized 

recorded 2013 expenditures; therefore, no estimating was required by ORA for that specific year.  

However, for 2014 and 2015, ORA stated the following in its testimony: 

ORA’s recommended adjustments for 2014 and 2015 represent 
adjustments based on degree of need, not outright elimination.  Stated 
another way, where ORA disagrees with SCE’s forecast increases, 
those disagreements are largely based on the levels of the requested 
increase, not that there should be no increase.  ORA understands why 
SCE has requested the forecast increases it seeks in this GRC, and in 
many cases, ORA agrees with SCE’s forecasts.256 

ORA considers the above synopsis to be one of the fundamental themes that recur 

throughout this GRC.  This Commission will need to decide the difficult issue of degrees of 

expenditures, not simply whether or not an expenditure should occur at all.  Hand-in-hand with 

that issue is whether or not SCE’s customers will be better off with a slight decrease in reliability 

(as compared to SCE’s proposals) in return for large decreases in their bills.  ORA is confident 

that once all the facts are presented, the Commission will agree with ORA’s recommendations. 

Another fundamental theme in this case has to do with SCE’s sudden desire to drastically 

increase its forecasted expenditure levels in the 2015 Test Year.  Over and over again, ORA 

noticed instances where SCE’s 2015 forecast was significantly higher than any other previous 

year.  Expenditure increases, deemed urgently needed by SCE, are forecast for 2015.  New 

capital categories, similarly deemed to be urgent, are created in 2014 and 2015.  ORA has 

questioned the urgency of many of these projects – if urgency is truly an issue, SCE must explain 

to the Commission why it has waited until 2014 and/or 2015 to institute these increases instead 

                                              
256 Ex. ORA-11, p. 5, lines 11 through 17. 
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of incorporating them into earlier capital forecasts.  Similarly, SCE must explain what 

precipitating events will cause these projects to become urgent.  Without these explanations, 

ORA believes that the Commission should be very skeptical of SCE’s claims of urgency. 

The last fundamental theme involves the issue of aging infrastructure.  As justification for 

its forecasts, SCE frequently notes that capital components in its system are aging and are 

therefore more likely to need replacing.  The Commission needs to be acutely aware that simply 

stating that equipment is aging does not necessarily mean that reliability is being compromised 

or that drastic changes to the construction budget are warranted. 

The Huge Size of SCE’s Request 

Figure 11-1 in Exhibit SCE-3 Vol.1, p. 22, shows how SCE has subdivided its enormous 

TDBU capital expenditure request into numerous parts.  The chart also shows the cumulative 

amounts that SCE has proposed spending for each part over the five-year period 2013 through 

2017, as well as the percentage of the total expenditures each part constitutes. 

The total of all eight parts of the above figure is $14.672 billion.  Stated another way, 

SCE is proposing to spend a total of $14.672 billion on TDBU capital projects over the 5-year 

period 2013 through 2017.  By any definition, this constitutes an enormous capital outlay.  ORA 

believes that SCE must provide a high level of justification in order to convince the Commission 

that proposed expenditures of this magnitude are warranted.  As discussed in the following 

paragraphs, not all of these proposed capital expenditures are analyzed in Exhibit ORA-11; some 

are not even analyzed in this GRC.  Nevertheless, it is critical that the Commission continually 

keep in mind that ratepayers are ultimately going to have to foot the bill for these expenditures 

regardless of whether these capital projects are being requested in this GRC or in other 

proceedings.  Ultimately, ratepayers will be required to pay for these expenditures (in the form of 

depreciation and ad valorem taxes) as well as pay for the return on these investments. 

Several points should be discussed regarding Figure 11-1.  First, as noted in the heading 

of the pie chart, this figure represents TDBU capital expenditures for the entire company.  

Included in the $14.672 billion total are expenditures that will be litigated in Federal Energy 

Regulatory Commission (FERC) proceedings.  Therefore, many of the dollars reflected in the 

chart are not included (and are not discussed) in this GRC; this is especially true for expenditures 

related to Transmission projects, which are generally part of FERC’s jurisdiction.  Nevertheless, 

as discussed previously, it is important for the Commission to be aware of the entire capital 
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obligation (CPUC plus FERC) that SCE is asking its ratepayers to bear.  Second, the $14.672 

billion includes expenditures through 2017.  Exhibit ORA-11 only analyzes expenditures up to 

(and including) the 2015 test year.  A separate ORA exhibit will discuss expenditures occurring 

in 2016 and 2017 – the so-called attrition years.  Lastly, Exhibit ORA-11 only examines the three 

TDBU sections that constitute Part 2 of 3 of the TDBU analysis (shown in bold in the above pie 

chart).  The three TDBU categories that are the subject of that exhibit, along with the 

corresponding SCE-proposed total company expenditures over the period 2013 through 2017, are 

as follows: 

Infrastructure Replacement Programs – capital expenditures used to replace major pieces 

of equipment (such as transformers, cables, switches, etc.) that have been identified as needing 

replacement using a risk/reliability-based approach.  ($2.144 billion) 

Customer Driven Projects – capital expenditures used to connect new customers, 

underground existing overhead lines, and respond to customer requests.  ($3.158 billion) 

Pole Loading Program – SCE proposes a new capital program that seeks to replace 

transmission and distribution poles that fail to meet current safety factor measurements.  ($1.093 

billion) 

SCE’s proposals regarding the other TDBU capital expenditures shown in the above pie 

chart are addressed in Exhibits ORA-10 and ORA-12. 

Summary of Recommendations 

Up to this point, all discussions regarding capital expenditures have reflected “Total 

Company” estimates.  Because FERC-related expenditures are not a part of this GRC, the 

forecast amounts shown in Figure 11-1 are, in some instances, larger than what SCE is 

requesting for this case.  Henceforth, all expenditures will be presented in a CPUC jurisdiction 

format.  Stated another way, for the remainder of this section of the brief, all expenditure figures 

will only include amounts for those dollars that are actually the subject of this GRC.257  The 

following bullets summarize ORA’s recommended Part 2 adjustments (in CPUC jurisdictional 

dollars) to SCE’s proposed TDBU capital expenditures for 2013, 2014, and 2015: 

                                              
257 As will be discussed later, Transmission costs for SCE’s new Pole Loading Program will contain 7.99% for 
FERC dollars.  Because the RO model contains a single line for this project, with the model subsequently reducing 
the total amount to reflect the allocation to FERC, ORA has elected to present its forecast for this single capital 
category in the same format as the model requires. 
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 SCE’s 2013 forecast should be reduced by $109.589 million to reflect 
actual recorded 2013 capital expenditures. 

 Expenditures for the Worst Circuit Rehabilitation (WCR) Program 
should be reduced by $8.689 million in 2015. 

 Expenditures for the Cable-In-Conduit (CIC) Replacement Program 
should be reduced by $13.051 million in 2014 and $40.077 million in 
2015. 

 Expenditures for B-Bank Replacements should be reduced by $11.782 
million in 2014. 

 Expenditures for Residential Customer Growth should be reduced by 
$70.621 million in 2014 and $97.442 million in 2015. 

 Expenditures for Commercial / Industrial Customer Growth should be 
reduced by $6.841 million in 2014 and $19.503 million in 2015. 

 Expenditures for Agricultural Customer Growth should be reduced by 
$0.043 million in 2014 and $0.022 million in 2015. 

 Expenditures for the Streetlight Program should be reduced by 
$10.954 million in 2014 and $19.453 million in 2015. 

 Expenditures for Rule 20A Conversions should be reduced by $10.818 
million in 2014 and $10.818 million in 2015. 

 Expenditures for Rule 20B Conversions should be reduced by $12.890 
million in 2014 and $22.656 million in 2015. 

 Expenditures for Rule 20C Conversions should be reduced by $3.805 
million in 2014 and $6.792 million in 2015. 

 Expenditures for Prefabrications should be reduced by $2.526 million 
in 2014 and $4.422 million in 2015. 

 Expenditures for Distribution Transformers should be reduced by 
$14.110 million in 2014 and $8.469 million in 2015. 

 Expenditures for SCE’s new proposed Pole Loading Program (PLP) 
should be reduced by $40.810 million in 2014 and $68.424 million in 
2015. 

Table 11-1 in Exhibit ORA-11, p. 6, provides a detailed listing of all the TDBU capital 

projects that are associated with its Infrastructure Replacement Programs, Customer Driven 

Projects, and Pole Loading Programs.  It shows recorded TDBU capital expenditures for the 

years 2008 through 2013.  It also compares ORA’s and SCE’s 2013 through 2015 forecasts of 

TDBU capital expenditures.  As shown in Column g (shaded), ORA was able to obtain 2013 

recorded expenditures, eliminating the need to derive forecasts for that year.  It is ORA’s 



49 

understanding that for the capital categories shown in Table 11-1, SCE has agreed that 2013 

recorded numbers should be adopted.  References to Table 11-1 are made periodically 

throughout this section of the brief. 

Background 

Capital expenditures, once they become plant additions, are cumulative in nature.  

Expenditures made during one year are added to expenditures that were made in previous years.  

Therefore, ORA must analyze all of the proposed capital expenditures occurring from the end of 

the last recorded year (SCE included 2012 recorded data in its exhibits and workpapers) through 

the end of the test year (2015). 

In order to eliminate estimating uncertainty, ORA obtains additional years of recorded 

plant data whenever possible.  In this GRC, ORA was able to obtain recorded capital 

expenditures for 2013.  A quick inspection of Columns f and g in Table 11-1 shows that recorded 

2013 expenditures differed from the estimates used by SCE.  These differences were sometimes 

positive and sometimes negative, with the net difference being considerably smaller than SCE 

had forecast.  Looking at the grand total on line 43 for the year 2013, it can be seen that 2013 

recorded expenditures were actually $109.589 million less than SCE had estimated.258  As will 

be discussed in detail later, ORA is recommending that SCE’s recorded 2013 capital 

expenditures be adopted for all capital areas discussed in this section of the brief, and ORA 

understands that SCE agrees.  This recommendation only applies to the capital expenditures 

contained in Exhibit ORA-11; other ORA capital witnesses have separately analyzed the 

reasonableness of using recorded 2013 data in their areas. 

In its exhibits and workpapers, SCE has presented its capital expenditures in direct 

nominal dollars.  “Direct” dollars refers to the fact that SCE’s capital expenditure estimates do 

not include various loadings, such as the capitalized portions of Pensions and Benefits, Payroll 

Taxes, Injuries and Damages, Administrative and General Expenses, etc.  These various loadings 

are estimated separately and are allocated to the various capital projects by the Results of 

Operations (RO) computer model.  “Nominal” dollars refers to the fact that SCE’s forecasts are 

presented with estimates keyed to the year in which they occurred.  For example, a 2014 capital 

expenditure will use 2014 dollars for its forecast, rather than presenting the estimate in constant 

dollars from a prior year.  Because the exhibits, workpapers, and the RO computer model are all 
                                              
258 $729.296 million (SCE estimated) less $619.707 million (recorded) equals a reduction of $109.589 million. 
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set up to use direct nominal dollars, ORA is presenting its analyses and estimates in the same 

manner. 

As mentioned previously, many of the capital projects undertaken by SCE are, in part or 

in whole, allocated to FERC.  In much of its testimony and workpapers, SCE discusses the total 

capital expenditures for its projects – both CPUC and FERC jurisdiction.  The RO computer 

model splits off the FERC allocations, and the revenue requirement is derived using the CPUC 

jurisdiction.  Hence, a large capital expenditure may have no impact in this case if it is eventually 

allocated to FERC.  ORA requested that SCE remove all of the FERC allocated expenditures 

from its forecast.  As previously stated, with the exception of one project in the Pole Loading 

section of this brief, only CPUC jurisdiction expenditures are shown. 

Capital Expenditures Versus Capital Additions 

Exhibit ORA-11 (as well as SCE’s exhibits) does not specifically address capital 

additions.  SCE’s capital exhibits and supporting workpapers (as well as its RO computer model) 

are organized around capital expenditures.  The distinction between the two is important.  Capital 

expenditures, as the term implies, reflect the capital dollars that SCE spends in a given year.  No 

consideration is given as to whether or not those expenditures result in projects that are actually 

completed (and considered to be “used and useful”) during the year.  In contrast, capital 

additions reflect the dollar amount of projects that are completed during a given year, regardless 

of when the expenditures actually took place.  SCE’s capital witnesses provide testimony 

regarding the magnitude of the direct capital dollars that are estimated to be spent each year, not 

how much is actually being booked to plant.  SCE relies on its RO computer model to 

manipulate these direct capital expenditures and calculate the corresponding capital additions.  

ORA has studied SCE’s RO model, and believes that it properly calculates plant additions.  

Therefore, ORA’s analyses and recommended direct capital adjustments are also stated in terms 

of capital expenditures. 

When analyzing data in this format, the impact of recommended adjustments to capital 

expenditures may not show up in the year in which they are made.  For example, suppose a 

capital project is scheduled to begin construction in 2014, but is not scheduled to be completed 

until 2015.  If ORA recommends an adjustment to the 2014 expenditures, there will not be a 

revenue requirement impact until 2015, when the project is completed, is booked to plant-in-

service, and begins earning a return. 
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Overview of TDBU Capital Expenditures 

Table 11-1 presented a detailed look at the capital expenditures being forecasted by SCE 

and ORA for the years 2013, 2014, and 2015.  However, given the level of detail contained in 

that table, it may be difficult to visualize how the proposed expenditures compare to recorded 

data.  The following graph compares the overall forecasts with the pattern of past recorded 

expenditures:  

Graph 11-1 
Historical and Forecasted TDBU Capital Expenditures 

CPUC Jurisdiction -- Nominal Dollars ($000) 

 

 

Several aspects of Graph 11-1 need to be discussed.  First, the trend line shown on the 

graph was derived by utilizing recorded data for 2008 through 2013 (the red diamond shapes).  

Because ORA had access to recorded information, there was no need for ORA to estimate a 2013 

forecast.  The graph shows that SCE’s forecast for 2013 (the green square) was considerably 

higher than the actual recorded expenditures.  As the line shows, the trend of recorded capital 

expenditures indicates an expectation that future expenditures (in 2014 and 2015) would be 

gradually increasing and would be slightly greater than $600 million by 2015. 
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The second aspect of the graph that should be noted is that SCE’s proposed expenditures 

for 2014 and 2015 (the green squares) are vastly higher than what has occurred in the past, and 

greatly exceeds what would be expected by looking at the trend line.  Part of this large increase 

is due to the fact that SCE is proposing a new capital program, the Pole Loading Program (PLP), 

which is scheduled to begin in 2014.  Because this is a new program, recorded expenditures 

would not include dollars for the PLP.  Therefore, ORA has included a second symbol on the 

graph for 2014 and 2015 (the asterisk) that removes the PLP from SCE’s proposed forecasts, 

thereby making SCE’s 2014 and 2015 forecasts comparable to the recorded historical 

expenditures.  Even after the removal of the PLP, the graph shows that SCE is requesting 2014 

and 2015 forecasts that are much higher than anything that has occurred in the past. 

The third aspect of Graph 11-1 that should be noted is that ORA is itself recommending 

increases that are larger than what has occurred previously.  ORA acknowledges that some 

capital expenditure increases are warranted.  As shown on the graph (the purple triangles), 

ORA’s recommended capital expenditures in 2014 and 2015 are not only higher than would be 

expected by the trend line, but also higher than past recorded years.  However, as can be seen on 

the graph, even though ORA’s forecasts include expenditures for the PLP, ORA’s proposed 2014 

and 2015 forecasts are far lower than SCE’s. 

Lastly, it is important to note that neither SCE nor ORA utilized this graph to derive its 

estimates.  Graph 11-1 simply provides a visual “reasonableness check” to judge whether or not 

the proposed expenditures comport with what would be expected given recent historical 

experience. 

Staffing Levels for Reliability Investment Incentive Mechanism (RIIM) 

SCE’s TDBU includes a proposal for the TY to maintain a staffing level of 2,225, which 

is comparable to its 2012 headcount, for employees in the job categories associated with its 

Reliability Investment Incentive Mechanism (RIIM).259  SCE states “If SCE fails to maintain this 

level, SCE agrees to refund to ratepayers $20,000 for each headcount shortfall, up to shortfall of 

50 employees, and refund $80,000 for each headcount shortfall thereafter”.260  SCE’s 2013 

headcount of 1,934 is 291 less than its proposed RIIM workforce proposal of 2,225.   

                                              
259 Ex. SCE-3, Vol.1. p. 26. 
260 Ex. SCE-3, Vol.1. p. 26. 
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ORA recommends that SCE’s proposal associated with requesting funding specifically 

for maintaining a certain headcount for RIIM be denied because SCE has not demonstrated that 

ratepayers benefit or receive a refund when it falls short of its employee headcount targets.  If 

SCE does not provide traceable and verifiable documentation demonstrating that it has met its 

target, including all modifications to its proposal, ORA recommends that the Commission order 

SCE to make refunds to ratepayers as discussed in SCE’s 2012 GRC. 

6.2. T& D – Engineering and Grid Technology 

Engineering and Grid Technology – O&M Expenses 

SCE forecast TY 2015 Operations and Maintenance (O&M) expenses of $51.375 million 

for several engineering and grid technology activities.  ORA recommends the Commission adopt 

$50.705 million for these activities.  The areas in dispute are in FERC Account 560.220, Fiber 

Optic Inspection Maintenance and Transmission Line Rating Study, in FERC Account 560.221, 

Reliability Standards and Compliance, and FERC Account 588.220, Load Side Support.  The 

reasons for the differences are discussed below.  

Fiber Optic Inspection Maintenance 

SCE records expenses for fiber-optic network and maintenance in Sub-Accounts 560.220 

and 588.220.  SCE records transmission expenses in Sub-Account 560.220 and distribution 

expenses in Sub-Account 588.220.  Expenses are associated with routine inspections and 

maintenance of SCE’s fiber-optic system, which enables communications between the various 

relays and other equipment installed to protect electrical equipment.261 

SCE forecasts $1.197 million for TY 2015 transmission expenses, which is an increase of 

$0.242 million or 25.34% over 2012 recorded costs of $0.955 million.  SCE forecasts $1.827 

million for its TY distribution expenses, which is an increase of $0.358 million or 24.37% over 

2012 recorded costs of $1.469 million.  ORA’s corresponding TY forecast for transmission 

expenses is $1.076 million which is $0.121 million or 12.67% over 2012 recorded expenses.  

ORA’s corresponding TY forecast for distribution expenses is $1.648 million, which is $0.179 

million or 12.19% over 2012 recorded expenses.262   

ORA developed its TY forecast of $1.076 million for transmission expenses and $1.648 

million for distribution expenses by using 2012 recorded expenses plus an additional $300,000 to 

                                              
261 Ex. ORA-8, p. 7. 
262 Ex. ORA-8, p. 8. 
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address emerging work.  An incremental increase of $300,000 over 2012 recorded costs is 

sufficient to address test year activities.   

SCE’s justification for this increase is that it needs two additional inspection crews to 

address the Commission’s High Fire OIR which requires SCE to conduct inspections of its 

system in prescribed cycles.263  

After submitting its testimony, ORA entered into a stipulation with SCE accepting SCE’s 

Fiber Optic Inspection Maintenance Transmission and Distribution forecasts.264 

Load Side Support 

SCE records expenses for Load Side Support in Sub-Account 588.220.  SCE says that 

specialists in Load Side Support work directly with customers to identify and resolve power 

quality problems such as voltage sags, voltage imbalance, harmonics and electromagnetic 

interference of equipment.  SCE forecasts $1.105 million for its TY expenses.  ORA’s 

corresponding forecast is $0.972 million.   

SCE developed its labor forecast of $0.874 million by using last recorded year and 

adding $200,000 for two new positions, and its non-labor forecast by using a three-year (2010-

2012) average of recorded adjusted expenses. 

 ORA’s corresponding TY forecast for labor expenses is $0.723 million.  ORA developed 

its TY forecast for labor expenses by using the highest recorded labor expense of the past five-

years (2008-2012), and its non-labor expense forecast of $0.204 million by using a five-year 

average (2008-2012) of recorded historical expenses.  ORA’s recommendation for labor 

expenses for the test year is an increase over SCE’s recorded 2012 expenses, and ORA maintains 

that this should be sufficient.  

After submitting its testimony, ORA entered into a stipulation with SCE accepting SCE’s 

Load Side Support forecast of $1.078 million.265 

In Rebuttal, SCE accepts ORA’s proposal to reduce test year non-labor expenses by 

$27,000 using a five-year average.266  

Transmission Line Rating Study 

                                              
263 Ex. ORA-8, p. 9 citing SCE response to DRA-206-EJ1, Q. 3. 
264 Ex. ORA-57-R. 
265 Ex. ORA-57-R. 
266 Ex. SCE-19, vol. 2, p. 8, lines10-11. 
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SCE records expenses for the Transmission Line Rating Study in Sub-Account 560.220.  

The purpose of the Transmission Line Rating Study is to identify transmission spans that are 

potentially in violation of G.O. 95 requirements.  SCE forecasts $1.243 million for its TY 

expenses.  ORA’s corresponding TY forecast is $1.176 million. 

SCE developed its forecast of $1.243 million by multiplying the forecast cost per span of 

field verification by the number of field verifications it expects to conduct in the TY.  SCE 

estimates the cost per span of field verification to be $510, based on SCE and contract costs for 

previously completed field verifications. 267 

 ORA asked SCE for 2013 data on the Transmission Line Rating Study.  According to 

SCE, the cost per span of field verification in 2013 was $482.24.  ORA used this most recent 

cost data and applied it to SCE’s estimate of field verifications to arrive at a forecast of $1.176 

million. 

After submitting its testimony, ORA entered into a stipulation with SCE accepting SCE’s 

Transmission Line Rating Study forecast of $1.243 million.268 

Reliability Standards and Compliance 

SCE records expenses for Reliability Standards Compliance in Sub-Account 560.221.  

Expense activities include programs that address transmission reliability standards and 

regulations.  In its original testimony, SCE forecast $2.695 million for its TY expenses, seeking 

an incremental increase to fill positions.   

ORA’s corresponding TY forecast is $2.569 million since it appeared that SCE already 

had embedded funding for the positions.  ORA’s TY forecast of $2.569 million is greater than all 

historical recorded expenses (2008-2012) for Reliability Standards Compliance.269 

In Rebuttal, SCE accepted ORA’s proposed reductions to Reliability Standards 

Compliance.270 

Engineering & Grid Technology -- Capital 

As presented in Exhibit SCE-3, Volume 2 testimony and workpapers, SCE is seeking 

$45.447 million in TY 2015 for 14 projects related to engineering and grid technology, of which 

                                              
267 Ex. SCE-03, Vol. 2, p.27. 
268 Ex. ORA-57-R. 
269 Ex. ORA-8, pp. 12-14.  
270 Ex. SCE-19, vol. 2, p. 7, line 4. 
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$30 million271 is subject to CPUC jurisdiction.272  SCE included a forecast of $53 million for 

2013 for these projects when it submitted its Application in November 2013.273   

ORA recommends that the Commission adopt SCE’s actual recorded costs for 2013, and 

does not oppose SCE’s 2014 and 2015 forecasts.274   

  6.2.1. Centralized Remedial Action Scheme (C-RAS) 

In its testimony, SCE describes the Centralized Remedial Action Scheme (C-RAS) 

program as an implementation phase of SCE’s existing Remedial Action Scheme project.275   For 

2013, SCE forecast $0.455 million, for 2014, SCE forecast $1.451 million, and for 2015, SCE 

forecast $18.821 million.  SCE also included forecasts for 2016 of $23 million and $34.8 million 

in 2017, which ORA has not addressed. 276  In total, SCE expects to spend $78 million in five 

years to complete or deploy nine Remedial Action Schemes (RAS).277 

SCE claims that 100% of these costs will address risk mitigation, 278  and ORA has 

considered that claim in its review.279   ORA cannot validate this claim, however, since this work 

is experimental, and it is not at all clear that human error and risk will be lessened with this 

approach.  Nor is it clear that SCE’s assumptions for C-RAS “avoided costs” are valid,280 

especially now that SCE has withdrawn its avoided cost study, or that the added costs of training 

are taken into account.  Given the information remaining in the record on C-RAS, it seems 

unlikely that nine Remedial Action Schemes will be deployed by 2017. 

In SCE’s last GRC, the Commission noted that SCE spent “only a tiny fraction of funds 

authorized by the Commission in the 2009 GRC” for the C-RAS project “…after arguing the 

                                              
271 Ex. SCE-3, Vol. 1, p. 21, Table II-2. 
272 Ex. ORA-10, p. 10. 
273 Ex. SCE-3, vol. 1, p. 21; Ex. ORA-10, p. 10, line 18 and footnote 43.   
274 Ex. ORA-10-A, p. 11, Table 10-4. 
275 Ex. SCE-3, Vol. 2, p. 91, lines 4-5. 
276 Ex. ORA-10, p. 22.  Exhibit ORA-10 does not address SCE’s forecasts for 2016 or 2017, and mentions them here 
only to show the extraordinary increases SCE expects for those years in comparison to 2013 through 2015. 
277 See Ex. ORA-10, p. 22. 
278 Ex. SCE-15, p. 77, Table III-9.   
279 Ex. ORA-10, p. 10.  
280 SCE submitted an avoided cost study with its application, but withdrew it.  (18 RT 2028-2029.) 
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urgency of the program.”281  D.12-11-051 also noted that SCE’s costs have not tracked forecasts 

and are not well documented.  Nor has SCE fully examined the costs and benefits to ratepayers 

for implementing C-RAS versus other alternatives.”282  This is still true, two years later. 

In light of the uncertainty of  SCE’s avoided cost assumptions and the wide variance 

between  SCE’s forecasts and recorded costs in the past, ORA recommends a one-way balancing 

account for C-RAS so that project and unit costs (material and labor portions) can be more 

accurately  monitored and evaluated on a going-forward basis. SCE should be required to 

account for recorded amounts on a more granular level so that all the labor and non-labor costs 

for relays and telecommunications can be reviewed in future GRCs. 283 

As experience with C-RAS grows, the unit costs for each design change may well 

decrease over time. The Commission may wish to monitor this effort and evaluate ongoing cost 

projections against actual costs.284     

6.3. Electric System Planning 

Electric System Planning -- Capital 

For 2013 through 2015, SCE seeks over $1.5 billion towards System Planning efforts.  

This encompasses projects that interconnect high voltage transmission to the system, upgrade the 

current system and meet projected demand.  For its TY 2015 System Planning capital projects, 

SCE is seeking $772 million, of which $529 million is CPUC- jurisdictional.285  The forecast 

includes 127 large projects that are grouped into the following five segments:  Transmission and 

Interconnection Planning, Load Growth, System Improvement, Generation Interconnect and 

Added Facilities. 

In the last GRC, SCE was authorized $478 million for 2012 and recorded amounts were 

5%, or $24 million less286 than authorized.  In 2013, SCE spent $111.964 million less on CPUC-

                                              
281 D.12-11-051, p. 125. 
282 D.12-11-051, p. 126. 
283 In response to questions from ALJ Dudney, ORA’s witness explained that, by “more granular” she meant that 
she thought SCE should provide not just labor and non-labor costs, but specifically the cost for the relays and the 
telecommunications.  18 RT 2029, Krannawitter/ORA. 
284 Ex. ORA-10, p. 23.  See also Ex. ORA-10-WP, pp. 48-68.  
285 Ex. SCE-3, Vol. 3, p. 2 and Workpapers Vols. 1-5. 
286 Ex. SCE-3, Vol. 3, p. 6, Fig. I-2. 
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jurisdictional projects than it forecast for System Planning efforts.287  This represents 

underspending by 21% for 2013, and amounts to deferring, delaying or eliminating $239 

million288  from Total Company T&D capital, or $112 million from CPUC-jurisdictional T&D 

capital compared with the original forecast.289 

SCE presented five years of recorded annual information for CPUC jurisdictional 

spending amounts for System Planning in Exhibit SCE-3, Volume 1 in Table II-2.290   This table 

shows recorded annual information that is aggregated by the general System Planning subject 

category.  Other tables in Exhibit SCE-3, Volume 3 testimony show recorded information in a 

column labelled “Prior” but do not show annual historical levels.291  

Unlike other volumes of SCE’s T&D capital testimony where historical annual costs 

were presented to give context and meaning to the forecast levels, SCE did not do this for 

Transmission and Interconnection, Load Growth programs, Generation Interconnection and 

Added Facilities subcategories.  Instead of providing annual historical spending in the testimony, 

SCE just lumped together dollar amounts spent before 2013.292   

In instances where projects booked significant costs prior to 2013, it would have been 

helpful if SCE had provided the details of what it spent on materials and labor costs.293  This is 

particularly true when funding for a project was requested in the last GRC and double counting 

has to be considered.  Historical spending to date on a project gives important details regarding 

cost overruns, changes in scope, and indication of reasonable contingencies remaining. 

Furthermore, the lack of unit cost information,294 SCE’s odd conventions for designing 

Workforce Breakdown Structure (WBS) elements295 and the use of “not specified” equipment 

created additional and unnecessary difficulties. 

                                              
287 Ex. ORA-10, p. 27, SCE response to DRA-Verbal-38. 21% = $111,964 (from DRA-Verbal-38) ÷ $531,173 (from 
DRA-114-LLK, Q.2.a. attachment). 
288 Ex. ORA-10, p. 28, footnote 118: In SCE’s response to DRA Verbal-38, the amount of underspending for the 
CPUC portion is $112 million. 
289 Ex. ORA-10-A, Revision to p. 27, footnote 117.  
290 Ex. SCE-3, Vol. 1, p. 21. 
291 Ex. SCE-3, Vol. 3, Tables I-9, I-10, I-11, I-12, I-13, I-14, I-15, I-16 and I-17. 
292 Ex. SCE-3, Vol. 3, p. 3, Table I-2, p. 19, Table I-7, p. 37, Table I-10, and p. 103, Table I-19. 
293 Ex. ORA-10, p. 28. 
294 Ex. ORA-10, p. 28, footnote 122 citing SCE’s responses to the following data requests state that unit cost 
information is not available: DRA-310-LLK, Q.5; DRA-311-LLK, Q.7, 8, 11, 13g and 13w; DRA-315-LLK Q.4a, b, 
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ORA could not verify if SCE consistently used material costs across projects because 

they are buried within WBS elements.  Nor could ORA ascertain if overhead allowances are 

within reasonable levels.  As such, ORA could not tell why some projects require higher 

percentages of project management or contract costs.  Late in the discovery process, ORA 

learned that an “updated estimation tool”296 was used at some point in the development of 

workpapers.  Nevertheless, SCE still did not provide unit costs on many projects. 

The description in the Assigned Commissioner’s May 15, 2014 Ruling of SCE’s  

presentation as “diffused” is particularly true for SCE’s presentation of capital T&D costs in the 

area of System Planning.297 

In future rate cases, SCE should be required to provide breakdowns of recorded and 

projected information for System Planning projects and the sub-categories.  The lack of 

disaggregation of the historical and projected data severely limits a thorough review of projected 

costs. 

In light of SCE’s showing for System Planning capital in this GRC, something akin to 

zero based budget accounting ought to be required for the presentation of System Planning costs 

in the next GRC.  This would allow the Commission to follow material costs, miles of 

transmission lines, types of equipment, terrain allowances, labor hours, contract hours, 

overheads, project management costs, etc. to better understand the differentiations in scope that 

SCE claims as the basis for unique cost estimations.   

This is particularly true if SCE is going to claim that every System Planning dollar is a 

risk mitigating dollar.298  In the context for SCE routinely underspending on T&D capital relative 

to its forecasts, zero-based budgeting would permit SCE to better manage its T&D capital 

forecasts in the future. 

Transmission Interconnection Planning 

                                                                                                                                                  
c, d and e. 
295 Ex. ORA-10, p. 28, footnote 123 citing SCE responses to DRA-310-LLK Q.2; DRA-311-LLK, Q.13 e, 13cc, 
13dd. 
296 Ex. ORA-10-WP, p. 96, SCE response to DRA-311-LLK, Q.11. 
297 See Ex. SCE-15, Supplemental Testimony, p. 77, Table III-9. 
298 See, e.g., Ex. SCE-15.  
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The capital projects SCE includes in Transmission Interconnection Planning are those 

associated with enhancing grid reliability, connecting generation, IT improvements to the grid, 

and 46 small projects. 

For this GRC, SCE segregates Transmission and Interconnection planning projects into 

the following subcategories: Grid Reliability, Transmission System Generation Interconnections 

and Projects Less Than a Million Dollars.299 

Grid Reliability Projects 

With regard to Grid Reliability, SCE describes eight projects in its direct testimony that 

are to occur in the 2013-2015 time horizon.  These are comprised of five substations listed for 

improvement, one for expansion, a reconfiguration that results in a switch from CAISO 

operational authority towards a CPUC jurisdiction, and a special protection scheme on Devers.    

Generally, the efforts SCE described appeared reasonable, but in some areas, it was not 

clear from the workpapers if double counting had occurred. ORA issued data requests, but the 

information should have been provided either in SCE’s testimony or its workpapers.300  SCE’s 

showing did not clearly state how material costs were used among projects, if they were used 

consistently, and how they relate to historical costs. In the future, SCE should highlight the 

differentiation in substation costs in a quantitative presentation and explain specifically the 

differences in scope, locational challenges, etc. that warrant unique cost estimations.301 

For the Victor Substation (#06477), ORA supports the addition of the third A- Bank, but 

the reasonableness of the fourth A- Bank has not been shown.  This is a substation that has been 

operational with two A- Banks, with a third one proposed for load growth.  SCE did not justify 

the cost of the fourth A- Bank, an energized spare.302  SCE’s workpapers303 do not highlight the 

cost of the fourth A-Bank, and SCE’s data request responses304 did not provide the needed cost 

information for it.  Therefore ORA used SCE’s workpaper for Victor 3A- Bank as an estimate 

for the cost of the fourth A-Bank, and proposes the removal of $50,000 in 2013 to represent the 

                                              
299 Ex. ORA-10, p. 30; Ex. SCE-3, Vol. 3, p. 19, Table I-7. 
300 Ex. ORA-10, p. 31 citing SCE responses to DRA-311-LLK, Q.4, 5, 13o, 13r; DRA-315-LLK, Q.8. 
301 Ex. ORA-10, p. 31. 
302 Ex. SCE-3, Vol. 3, p. 21, lines 28-29. 
303 Ex. SCE-3, Vol. 3, Pt. 1, pp. 9-13. 
304 Ex. ORA-10-WP, p. 95: DRA-311-LLK, Q.8. 
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disallowance of the fourth A-Bank.305  If this number is not correct, ORA recommends SCE 

identify the proper number in rebuttal, identifying both material and labor costs of the fourth A-

Bank.  

In Rebuttal, SCE repeated the reasons it gave in direct testimony for adding the fourth A-

Bank, but SCE still has not justified either the material or labor costs.  ORA, therefore, continues 

to recommend the removal of the capital costs of the fourth A-Bank in 2013.306 There was no 

showing of alternatives considered or why capital should be expended from a short-term need. 

With regard to the East Kern Wind Resource Area (#06685), the largest project in the 

group, SCE has not shown the advantage of fixing an overloaded configuration that also allows 

for the operational change of being outside CAISO control.  It is only evident that a $115 million 

project gets allocated to ratepayers in this GRC and not in a FERC filing.  While ORA supports a 

correction to overloads, SCE’s only justification for the solution offered is that “ISO approved 

the configuration.”  While that is interesting, it does not identify the expected benefit.  

Furthermore, in  39 pages of workpapers, there is no explanation for the upgrade 

protections for the following 20 substations: Arbwind, Enwind, Canwind, Varwind, Flowind, 

Dutchwind, Morwind, Midwind, Windhub, CalCement, Monolith, Rosamond, Gorman, 

Zondwind, Northwind, Oakwind, Southwind, Goldtown, Corum and Delsure. There is no detail 

as to what the upgrade protections are for.  The summary workpaper307 does not explain which 

line items cross reference to the protections, or show how the line items are built up from the 

previous pages. There is no breakdown of the poles or the telecommunications hardware 

associated with this effort.  In response to discovery, ORA notes that SCE lists the removal of 12 

relays and the addition of over 64 relays.  None of this is mentioned in the body of SCE’s 

testimony.  

SCE’s workpapers show that Edison Carrier Solutions308 is installing the 

telecommunications infrastructure, but there is no clear information on the hours and rates 

                                              
305 Ex. SCE-3, Vol. 3, Workpapers, Part 1, p. 11. 
306 Ex. SCE-19, Vol. 3, pp. 6-7. 
307 Ex. SCE-3, Vol. 3, Pt. 1 workpaper p. 58. 
308 According to the Edison Carrier Solutions (ECS) website, ECS is  “a business unit of Southern California 
Edison”   http://www.edisoncarriersolutions.com/edisoncarriersolutions/default.asp. 
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involved.309  In future GRCs, SCE should clearly track: (1) the hourly rates charged by Edison 

Carrier Solutions310 for the installation of protections (relays and controls) at the substations 

since it is the vendor of choice for these installations; and (2) the material and unit costs of the 

protection equipment. 

There are no workpapers311 to show the details of the most significant substation upgrade 

that costs $16 million312 in total on one workpaper page, but $14 million on another page.  ORA 

does not have enough information to determine an adjustment or correction. 

For the substation labelled CalCement in the Kern project313 on workpaper page 57, there 

is $1.5 million allocated to upgrade the substation. It is not clear whether an industrial customer 

should be paying for the upgrade.  In its testimony, ORA recommends a $1 million disallowance 

in 2013 because a majority of the costs should be covered by the customer.  There is not enough 

information to develop a more accurate adjustment.  Alternatively, the Commission should 

disallow the entire $1.5 million.314  

In Rebuttal315, SCE says that “ORA’s proposed allocation of Cal Cement Costs to the 

Industrial customer is incorrect” apparently because “…. ORA made the recommendation 

without asking if the Cal Cement Substation serves other customers.”   SCE is responsible for 

“… affirmatively  establishing the reasonableness of all aspects of its Application,”316  it is not up 

to ORA, or any other party, to try to guess what information SCE has left out, and ask for it.   

                                              
309 Ex. ORA-10, p. 33, footnote 135.  
310 Ex. ORA-10, p. 33, footnote 136.  
311 Ex. ORA-10, p. 33, footnote 137 referring to the confusion SCE’s workpapers create when on page 41 
(“windhub upgrade”), SCE uses the same WBS element as “Kern River no 1 update” on page 57.  Windhub, with 
the same WBS, does not have the same totals in years 2013 and 2014 as is presented for that very same WBS 
element on workpaper p. 57. SCE’s response to ORA data request 311-LLK, Q.12b clarifies that a line item was 
mislabeled on page 57 and should be referenced as Windhub.  This still does not explain the different numbers for 
2013 and 2014 for WBS 668513 on pages 41 and 57. 
312 See Ex. ORA-10, p. 33, footnote 138 , citing Ex. SCE-3, Vol. 3 workpaper Pt. 1, p. 57 line for Kern River 
upgrade 
313 Ex. ORA-10, p. 34, citing SCE-3, Vol 3, WP, p. 57. 
314 Ex. ORA-10, p. 34. 
315 Ex. SCE-19, vol. 3, p. 7. 
316 D.06-05-016, p. 7, emphasis added. 
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SCE’s Rebuttal adds that, “[t]he identified upgrades at Cal Cement are all SCE-owned 

network facilities utilized to distribute power throughout the SCE system.”317  If SCE mentioned 

this anywhere in its direct testimony, it has not provided a reference.  As ORA noted in its 

testimony, SCE’s workpapers for this project are in a template format that conveys minimal 

information and only repeats the generalizations in SCE’s testimony.318   

Overall, SCE allocates 67% of the grid reliability project costs to CPUC jurisdiction, but 

in viewing SCE’s Table I-8 in Exhibit SCE-3, Volume 3, it is not clear why the Big Creek/ San 

Joaquin Valley Remedial Action Scheme (RAS) and the Devers Special Protection System (SPS) 

projects319 have no FERC allocation.  SCE data responses320 suggest that protection equipment is 

allocated based upon voltage level and functionality, but that was not addressed in the 

workpapers.  SCE has the burden of proof.   If a utility’s showing is incomplete, or absent, ORA 

does not have the burden of producing evidence to rebut a showing SCE did not make. 

Rather than go through the 46 lines in the RO model that represent the component parts 

of the eight projects and decrease them by a certain percentage, ORA recommends a proxy 

adjustment of 21%.321 

In Rebuttal, SCE says that “ORA recommends a disallowance of $27,000 based on an 

arbitrary 10% allocation to jurisdiction.”  In fact, ORA’s testimony explains this 10% allocation 

with specific reference to the March 12, 2014 Cal-ISO 2013-2014 Transmission Plan Report.  

This Report “…references how SCE was the only stakeholder that provided scenarios for 

consideration regarding long-term transmission planning for the LA basin.  Because there is 

much analysis and work being done at the Westminster lab that benefits long-term transmission 

planning and development, there is a strong argument for allocating a portion of the asset costs at 

Westminster to ISO/federal rates.”322  ORA continues to recommend a10% allocation to FERC 

as a modest imputation for recognizing this contribution.  

Transmission System Generation Interconnection  

                                              
317 Ex. SCE-19, vol. 3, p. 7. 
318 Ex. ORA-10, p. 32, footnote 132. 
319 Ex. SCE-3, Vol. 3, p. 20, Project 7104, and Ex. SCE-3, Vol. 3, p. 24, Project 7243. 
320 Ex. ORA-10, p. 34, footnote 140, citing SCE response to DRA-311-LLK, Q.13u. 
321 Ex. ORA-10-A, Table 10-2 Revised; Ex. ORA-10, p. 34, footnote 142, and 18 RT 2030- 2031, 
Krannawitter/ORA. 
322 Ex. ORA-10, p. 34, footnote 141; Ex. ORA-10-WP, p. 133. 
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SCE proposed 13 projects and the associated costs for the Transmission System 

Generation Interconnection program.  Of the total cost for these projects of nearly $3 billion, 

most are not to be recovered in CPUC rates.  This is because the cost responsibility lies with 

either FERC, the customer, or the developer.323  Therefore, any CPUC amounts are residual after 

the contributions of others and this residual amount is six percent of the total costs. 

Because California has set aggressive goals towards procuring renewable energy and 

shutting down generation that uses once-through-cooling, there is a constant need to evaluate 

generation and transmission needs.  The CAISO and the CPUC have proceedings to study and 

analyze current and future needs.   

ORA recognizes the policy direction and does not oppose the projects; however, ORA 

has some criticisms of the presentation and support SCE offered which it details in its 

testimony.324  SCE presented 218 pages of Transmission System Generation Interconnection 

workpapers325 associated with the larger projects, with hefty investments in telecommunications, 

Special Protection System Relays, Remote Terminal Units, Current Transformers, generation-

ties, new substations, transmission lines, transformer banks etc. The workpapers do not explain 

well the material and labor costs going into large items (i.e., $234 million in 2013 for 

transmission lines, $47 million for a switchyard326).  In future GRCs, SCE should present more 

comprehensive summaries, discussions and comparisons among similar projects that provide 

material and labor cost information. 

For example, in the workpapers for Devers Project 4847, a single WBS element covered 

Transmission, Substation transmission lines (CET-RP-TP_EC_484701) and costs $164 

million.327 In discovery, ORA asked SCE to relate the details on workpaper page 139 to the $164 

million. SCE’s response was that:  

In total, the summary provided on p. 139 matches to the total provided 
in the standard capital workpapers, of which p. 123 documents the cost 
for WBS element (ending in 48407.) For the summary provided on p. 
139, the costs related to the Real properties and Environmental that do 

                                              
323 Ex. ORA-10, p. 35, footnote 143 citing SCE responses to DRA-160-LLK and DRA-138-LLK. 
324 Ex. ORA-10, pp. 35-37.  
325 Ex. ORA-10, p. 35.  
326 See Ex. ORA-10, p. 36, footnotes 145 and 146. 
327 Ex. ORA-10, p. 36 
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not go to their own WBSs have been pulled out for the sake of 
presentation.  The apparent discrepancy pf $15.1M in 2013 and of $4.6 
M in 2014 would be included in the lines with WBS tagged as EHS and 
LCOR.328  
 

If WBS elements are the preferred accounting of items, as opposed to FERC Accounts, 

they should be presented in as clear a fashion as possible and they should be organized so that 

comparisons can be made from them.   ORA could not validate the summary of $859 million 

presented in one workpaper with the preceding pages.  Many workpaper pages did not match the 

page that was supposed to summarize them.329   

ORA’s testimony explains other concerns with SCE’s workpapers, but perhaps of 

greatest concern, was SCE’s apparent inability to present unit cost data.  Specifically, SCE 

stated: 

It does not estimate projects based on individual unit costs of 
equipment. Instead, individual items being installed include estimate of 
associated material costs, direct labor hours, and contract costs.  Once 
the entirety of scope is collected for a particular estimate, estimates of 
indirect labor such as engineering and project management as well as 
overheads are applied to a total work order basis330 
 

The development of the $859 million Devers-Colorado River project documentation did 

not include the development of material costs, engineering costs, circuit costs, substation costs, 

contract costs, overheads used or the relevant allocation convention.  In its next GRC, SCE 

should be specifically directed to provide this kind of information and explain it. 

Projects Less Than a Million Dollars 

In addition to the large projects from the previous section, SCE also requests approval of 

46 projects that cost individually less than $1 million after the contributions are factored in.  

There are 129 lines in the RO model dedicated to these 45 projects, plus one blanket.331   

In its testimony, SCE says the capital forecast for 2013-2017 for these projects is $626.3 

million in total, with $18.634 million of CPUC-jurisdictional costs.332     

                                              
328 Ex. ORA-10, p. 36, footnote 150. 
329 Ex. ORA-10, p. 37. 
330  Ex. ORA-10, p. 38, citing SCE response to DRA-311-LLK, Q 7. 
331 Reviewing these projects was not made any easier by SCE’s presentation of them in its workpapers in an 
unreadable font size. 
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ORA sent SCE a data request to obtain the CPUC and SCE cost breakdown.333  The 

modified workpaper, received through discovery, had hard wired numbers and totals over a 

different time period.  ORA was not able to replicate the $18.634 million figure identified in 

SCE testimony.334  Instead, the data response shows support for $34.8 million in “CPUC costs” 

and $13.997 million for “SCE-Cost CPUC” costs.335  Thus, information provided in discovery 

does not correlate to the numbers cited in the testimony. 

In light of SCE’s data request response, there is only support for $13.997 million, not the 

$18.634 million SCE stated in testimony.  ORA recommends a disallowance of $4.637 million 

for this Project Category.  

In Rebuttal, SCE says that “ORA’s statement that ‘the discovery information does not 

correlate to the numbers cited in the testimony’ is incorrect as each of these numbers is currently 

represented correctly in the RO Model, including the split between SCE and customer costs.”336  

Given the numerous problems with SCE’s RO Model, ORA has no confidence in SCE’s 

unsubstantiated assertion that the model “correctly represents each of these numbers.”  ORA, 

therefore, continues to recommend no more than $13.997 million for this category. 

Moreover, the RO Model, however, is a “complicated spreadsheet model”337 and an 

unwieldy exhibit to enter into the record.  ORA, therefore, recommends that, in the next GRC, 

SCE  be directed to present a summary workpaper that shows CPUC jurisdictional numbers.   

Load Growth 

Load Growth is the most significant line item SCE presents for System Planning capital 

projects. There are 1533 pages of workpapers for 69 Load Growth projects under the following 

                                                                                                                                                  
332 Ex. SCE-3, Vol. 3, p. 36.  
333 Ex. ORA-10-WP, vol. 1, p. 15, SCE response to ORA data request DRA-138-LLK, Q2. 
334 Ex. SCE-3, Vol. 3, p. 36. 
335 Ex. ORA-10, p. 38.  
336 Ex. SCE-19, vol. 3, p. 8. 
337 14 RT 1381-1382. 
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categories338: A- Bank Plan, Sub-Transmission Lines, Sub-Transmission VAR339, Distribution 

Substation Plan, Land Held for Future Use, and Projects Under a Million Dollars.340 

There are approximately 150 lines of coding associated with the 69 Load Growth projects 

in the RO model.341 Column N in the RO Model shows a percentage figure attributable to ISO or 

FERC allocation.342  Of the total dollars requested for load growth, 88% are allocated to recovery 

in CPUC rates. 

ORA made general downward adjustments343 of 21% (reflecting the actual versus 

forecasted phenomenon for 2013) to the RO Model totals as follows:  

($112 million) in 2013  

($69 million) in 2014 

($113 million) in 2015  

ORA recommends an additional ($35 million) adjustment in 2015 in connection with 

SCE’s proposal for Standalone Distribution Substation Plan Circuits.344 

A- Banks 

A- Banks are step–down transformers located at A substations that step from 500kV or 

220kV transmission level to sub-transmission levels of 115 kV or 66 kV.  The goal is to design a 

system that can handle peak loads under a one-in five-year heat storm condition.  Evaluation is 

done under normal conditions, and where the loss of one piece of critical equipment345 

(generation or transmission) occurs.  If a deficiency is uncovered by the N-1 analysis, mitigation 

measures are evaluated.  If a reinforcement, upgrade or expansion cannot resolve the concern 

raised in N-1 conditions, more costly fixes are evaluated.   

                                              
338 Ex. SCE-3, Vol. 3, p. 37, Table I-10. 
339 SCE listed one project in the Sub-Transmission VAR category, but since 0% is allocated to CPUC jurisdiction, 
there is no dispute there.  (Ex. ORA-10, p. 43.)  
340 There are 28 Projects Less Than A Million Dollars.  
341 Ex. ORA-10, p. 39, footnote 160 citing Workpaper cap_dep_Capital Additions Forecasr.xls, budget data tab, for 
items with LOAD designation in column E for witness Woods.  
342 See, e.g., Ex. ORA-55. 
343 Figures are rounded up to nearest million dollars. 
344 Ex. ORA-10, p. 49. 
345 Often referred to as “N-1” condition. 
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In this GRC, SCE seeks approval for 12 A-Bank projects.346  There are 50 lines of code 

in the RO model to represent the 12 A-Bank projects.347    

In discovery, ORA learned that three of the 12 projects show 100% CPUC jurisdictional 

recovery, the remaining nine projects have varying degrees of cost allocation between FERC and 

CPUC.  Of the $800 million in project costs, 75%, or $597 million, is allocated to CPUC-

jurisdictional recovery.348 

SCE’s testimony suggests that $396.3 million is the amount attributable to years 2013-

2017, but this could not be verified because the CPUC amounts were hard wired in SCE’s 

response to the data request.  In 321 pages of workpapers, ORA could not find one instance 

where the CPUC- jurisdictional amount and allocation was represented or discussed.349 

In future GRCs, SCE should be required to discuss the allocation conventions it is using 

in the T&D capital testimony and refer to them in workpapers.  It should also present the N-1 

studies for projects with total costs greater than $50 million.  SCE should also highlight instances 

where project delays are attributable to permit delays or changes in company priorities.   

This might assist the Commission in the situation ORA encountered in reviewing projects 

6221, 6227 and 6107.   SCE responses to data requests indicated that the delays were not due to 

permit problems for the first two, even though SCE’s testimony said they were.  The last item, 

SCE later said was not subject to permit delays thought SCE’s testimony reads, “Due to delays in 

acquiring the necessary permits to construct the project.350   

ORA recommends a 21% reduction for years 2013-2015 to the general Load Growth 

category, including this A- Bank subcategory.   

As ORA’s witness explained in cross examination, ORA tried to obtain from SCE data 

that would allow ORA to make independent load growth projections, but was unsuccessful.351  

ORA asked SCE specifically to provide a spreadsheet for all System Planning projects “wherein 

a user could adjust a load growth number or a unit cost number” so the projections would change 

                                              
346 Ex. ORA-10, p. 40. 
347 Ex. ORA-10, p. 41. 
348 Ex. ORA-10, p. 40. 
349 Ex. ORA-10, p. 41. 
350 Ex. ORA-10, p. 41, footnote 166 citing SCE response to DRA-273-LLK, Q.1, and Ex. SCE-3, Vol. 3, p. 47, line 
7. 
351 18 RT 2005, Krannawitter/ORA. 
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seamlessly.  ORA was told SCE did not have such a spreadsheet and based its estimates on a 

“cost estimation tool.”352  Since SCE made it impossible for ORA to approach the forecasts from 

a unit cost basis, ORA’s witness  then tried to get an “… historical context of how well [SCE’s] 

methodology was working for them in terms of projecting  costs and how close they came to it 

historically.”353  But all SCE was able to provide was 2013 information on System Planning 

expenditures. 

Given this background  SCE’s statement in Rebuttal, that “[t]here is no direct relationship 

between capital expenditures in Load Growth programs, as a whole, in one year to future years”  

is particularly surprising.  SCE only provided historical costs for System Planning projects for 

2013.  Whatever SCE  forecast or spent on System Planning projects in other years is impossible 

to determine since SCE lumped them all together as “Prior.”  

In Rebuttal, SCE also claims that, “in 2010, SCE’s forecast in Load Growth programs 

was merely 2 percent different from what was forecast.”354  As support for this, SCE cites to 

Table I-4 of its own Rebuttal testimony, which has no citations to any evidence in the record.   In 

a footnote in Rebuttal, SCE refers to ORA’s 21% reduction and then says that “…the actual 

variance was 16%.”   SCE’s citation for this statement is back to its Rebuttal Table I-4 which, as 

already noted, has no supporting citations.  

But by any measure, even its own, SCE has consistently over-stated its load growth 

forecasts since at least 2008.355  Since SCE has not changed the way it made its load growth 

forecast for this GRC, it has almost certainly overstated its load growth forecasts again.356 

Nothing in SCE’s Rebuttal gives ORA any reason to change its recommended 21% 

reduction.357 

 

Sub- Transmission Lines 

                                              
352 Ex. SCE-62. 
353 18 RT 2026-2027, Krannawitter/ORA. 
354 Ex. SCE-19, vol. 3, p.9. 
355 7 RT 562, lines 20-25, Takayesu/SCE. 
356 7 RT 562-563, Takayesu/SCE. 
357 Ex. ORA-10-A. Revisions to p. 27, footnote 117. 
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SCE has presented 22 Sub-Transmission Line projects for approval.  There are 45 lines of 

code in the RO model to represent these 22 projects.   

Of the total project amounts, 98% are allocated to CPUC jurisdiction.  The two most 

significant projects are Valley-Ivy Glen (6030) and Santa Barbara County Reliability Project 

(4518). These two projects and six others358 were included in the 2012 GRC filing, but were 

“delayed.”   For other projects, SCE cited different reasons for delays in construction, including: 

(1) project prioritization (4891); and (2) CPUC required permitting (4518).  Of the 22 Sub-

Transmission projects, six were identified as delayed due to permitting. 

For the reasons discussed above in connection with the A-Bank transformers, ORA 

continues to recommend a 21% reduction for the Sub-Transmission Lines category of Load 

Growth. 

Land Held for Future Use Related to Load Growth 

In this proceeding, SCE seeks a total of $17 million for the purpose of acquiring land that 

will be used in the future; of that amount, $13.25 million is in the Test Year.  SCE’s workpapers 

suggest that, to build up the cost estimate, there are assumptions for project management, 

contract construction, other non-labor and some overheads.359  Neither in testimony nor 

workpapers was the location or acreage, comparable land sale amounts, or potential intended 

purpose addressed.  ORA learned the information through discovery.360  

For the reasons discussed above in connection with the A-Bank transformers, ORA 

continues to recommend a 21% reduction for the Land Held for Future Use Related to Load 

Growth  category also.361 

Load Growth Projects Less Than a Million Dollars 

For Load Growth Projects of Less Than a Million Dollars, SCE seeks $2.77 million in 

TY 2015.362  In its workpapers, SCE lists 27 proposed projects.363  For 2013-2017, SCE seeks 

$15.7 million for its projects under a million dollars, of which 100% is CPUC- jurisdictional. 

                                              
358 Projects 6392, 4853, 6028, 5316, 5364 and 4891. 
359 Ex. SCE-3 Vol. 3 workpaper part 5, p. 221. 
360 Ex. ORA-10, p. 45, citing SCE response to DRA-311-LLK, Q.13y. 
361 Ex. ORA-10, p. 45. 
362 Ex. SCE-3, Vol. 3, p. 37, Table I-10, item 7. 
363 And one blanket account. 
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The only historical information is that presented in Table I-10 of Exhibit SCE-3, Volume 

3364 labelled “Prior” years.  It is not clear whether the figures in the column labelled “Prior” are 

annual amounts or some accumulation of a number of years. 

The projects listed in the Load Growth Projects Less Than a Million Dollars section 

correlate to 30 line items in the RO model. At least four of the line items relate to 

telecommunications projects which generally run about $500,000-$590,000.  There were no 

details of component costs or an articulation of the magnitude of the installation for a given 

project (i.e., miles of telecommunications equipment, etc.). 

SCE said in discovery365 that the estimate is based upon load growth and tied to other 

assumptions.  This was not shown in SCE’s workpapers.   

For the reasons discussed above in connection with the A-Bank transformers, ORA 

continues to recommend a 21% reduction for the Load Growth Projects Less Than a Million 

Dollars.366 

Distribution Substation Plan (DSP) 

SCE lists 32 projects for its Distribution Substation Plan (DSP).  Of the total project 

amounts, 99.6% are allocated to CPUC jurisdiction. There are 57 lines of code in the RO model 

to represent the 32 Distribution Substation projects.   

There are 701 pages of workpapers for the 32 projects.  Of the 32 projects listed, seven 

were delayed from the last GRC.367  After 2013, there are only 18 projects active in the budget 

forecast timeline. 

Many of the concerns and criticisms that have been raised previously apply to this 

category of Load Growth projects as well (i.e., failure to explain allocations, abbreviations, 

material cost data, detailed breakdowns with historical cost information, etc.). 

ORA suggests that, in the next GRC, SCE be required to provide either testimony or 

workpapers that show:  (1) material costs for things like line switches, protection and test 

equipment, poles, substation transformers, capacitors,  and regulators; and having each project 

refer or link back to the proposed material costs of basic building elements; (2) comparability of 

                                              
364 Ex. SCE-3, Vol. 3, p. 37. 
365 Ex. ORA-10, p. 46 citing SCE response to DRA-311-LLK, Q.13 z. 
366 Ex. ORA-10, p. 46. 
367 Projects 5396, 6948, 4445, 5034, 5403, 5411 and 6575.  
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substation efforts to upgrade or replace (or explain the reasons for cost differences); (3) overhead 

rates for each project and, where there are different rates, an explanation of the difference; and 

(4) the breakdown between substation equipment, telecommunications equipment, transmission 

and distribution level equipment so that the magnitude is readily apparent. 

ORA also recommends that SCE provide documentation that shows the delays in 

permitting (i.e., which agency caused the delay in construction, when it was presumed to be 

granted in an earlier GRC and when the permit was actually received). 

For the reasons discussed above in connection with the A-Bank transformers, ORA 

continues to recommend a 21% reduction for the Distribution Substation Plan (DSP) category of  

Load Growth. 

Since circuits are presented as both Standalone and as part of SCE’s Distribution 

Substation Plan, ORA recommends an additional $35 million disallowance in 2015 that relates to 

the discussion on DSP circuits in the Standalone Distribution Substation Plan (DSP) Circuits 

category of the System Improvement Section.  These are discussed below. 

System Improvement 

SCE’s testimony on System Improvement projects lists six368 categories of projects, but a 

summary table SCE provided in response to a data request shows nine categories.  The areas in 

dispute between SCE and ORA are: (1) Standalone Distribution Substation Plan (DSP) Circuit, 

(2) Substation Equipment Replacement Program (SERP), (3) Miscellaneous Non-Circuit, (4) 

Circuit Load Reduction.369  

Standalone Distribution Substation Plan (DSP) Circuits 

Of the many confusing presentations SCE made in its System Planning testimony and 

workpapers, its Standalone Distribution Substation Plan (DSP) Circuits showing is particularly 

illustrative.  

In SCE’s direct testimony, Exhibit SCE-3, Volume 3, Figure I-10, SCE presents a picture 

of  recorded costs going back to 2008  for “New DSP Circuit Capital Expenditures.  Elsewhere in 

SCE’s testimony, SCE presents a table with numbers for both categories of circuits (Standalone 

and those built into substations).  The figures for the Standalone Circuits match to one 

                                              
368 Ex. SCE-3, Vol. 3, p. 85. 
369 Ex. ORA-10, p. 48. 
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workpaper;370  and the numbers for the Substation Circuits match to another.371  Therefore, it is 

not clear why SCE could not show historical costs in each specific category for closer analysis of 

unit costs. 

Researching the DSP circuit workpapers from the last GRC showed an average price per 

circuit of $1.889 million.  If the documentation and support for the average price per circuit is in 

need of updating,372  SCE should be able to do that or find some way to portray or explain cost 

variances so that they can be vetted for reasonableness.   

Although SCE states that it used historical circuit costs,373  ORA could not locate the unit 

cost reference in the workpapers or spreadsheets SCE provided.  When asked in discovery to 

provide the “historical circuit costs” SCE said its “[a]nalysis of 2010 and 2011 circuits showed 

capital expenditures for one year of $200K, year two $1.3M, and year three of $1M in 2011 

dollars for a total circuit cost of approximately $2.5 M.”374  SCE argued that historical, not unit, 

costs were used.    

Since nothing in SCE’s testimony, workpapers or data request responses substantiated 

SCE’s excessive unit cost for the one circuit in 2015, ORA recommends the estimate for one 

substation circuits be adjusted by $35.005 million in 2015.375  ORA recommends that adjustment 

be included within the Load Growth DSP category discussed above.   ORA also recommends a 

21% decrease in all years to allow for the underspending in the overall category. 

In Rebuttal, SCE says that ORA’s proposal to “… cut SCE’s 2015 forecast by 91% 

($35.005 million) …” is based “… on an incorrect premise:  namely, ORA assumes that the 

capital expenditures for each year are spent only on those circuits completed in that year.”376  If it 

was not clear to SCE before, it should be clear to SCE now that SCE’s workpapers do not bear 

out its argument.  As ORA’s witness testified in cross-examination: 

 

                                              
370 Ex. SCE-3, Vol. 3, Part 5, workpaper p. 228, referring to the identifier CET-ET-LG-CI-RUR. 
371 Ex. SCE-3, Vol. 3, Part 5, workpaper p. 227, referring to the identifier CET-ET-LG-CI-CAT. 
372 Ex. ORA-10, p. 48. 
373 Ex. SCE-3, Vol. 3, p. 90, line 20. 
374 See Ex. ORA-10-WP, Vol. 2, p. 196, SCE response to DRA-311-LLK, Q. 13.aa.  
375 See Ex. SCE-3, p. 90, Table I-18 for 2015 cost for 1 substation circuit. 
376 Ex. SCE-19, vol. 3, p. 11. 
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Q.   Referring to the table in your testimony on page 49, new 
distribution of circuit capital expenditures.  It is your 
understanding that this is taken from Table 1-18 out of Edison’s 
direct testimony, is that right? 
 
A:  Yes. 
 
Q:  And you have SCE’s workpapers for SCE-03 Volume 3 in 
front of you, is that right? 
 
A:  I do. 
Q:  And if you are looking at Part 5 of those workpapers, I direct 
you to the portion of those workpapers that start on page 226.  Do 
you have that? 
 
A:  I do. 
 
Q:  Okay.  And before we go there, if you could take a look at your 
testimony, the previous page, page 48.  Do you see where at the 
bottom you have a footnote, Footnote 184, and that footnote refers 
to a WBS element.  Do you see that? 
 
A:  Yes 
 
Q: And that WBS element is CET-ET-LG-CI-CAT.  Do you see 
that? 
 
A:  I do. 
 
Q: Now, if you turn to page 230 in the workpapers, would you 
agree that the table that is reproduced on page 230 is also the 
breakdown for WBS element CET-ET-LG-CI-CAT? 
 
A:  I have to disagree. 
 
Q:  Do you agree that the WBS elements are the same?   
 
A:  Yes, but the pin numbers don’t match.  So, therefore, I can’t 
make the connection between what is on page 230 to what is on 
page 227. 
 
Q: Okay.  But you do – it is your understanding that this section of 
workpapers from page 226 in the next section which begins on 
232, so from 226 to 231, this is the section of Edison’s workpapers 
for DSP circuit work.  Is that your understanding? 
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A:  No, it includes other things as well.  On page 227, is DSP.  On 
page 229 is miscellaneous and circuit load that corroborates to 
Table 1-17 in Edison’s testimony.377 

 

As discussed above, and stated in testimony, ORA bases its $35.005 million adjustment 

on SCE’s excessive and unsubstantiated unit cost.  ORA continues to make that 

recommendation. 

Substation Equipment Replacement Program (SERP) 

For its forecast, SCE seeks $12.653 million in nominal dollars.  ORA recommends a cap 

of $7.415 million for each year in this subject category assuming that, on average, 45 circuit 

breakers are replaced at $164,782 per event. 

SCE’s forecast is based on an ambitious replacement plan of 369 circuits over 5 years at 

an average of $164,782.378  In nominal dollars, SCE spent $5.6 million per year, on average, 

from 2008-2012.379  ORA recommends funding for the replacement of 135 circuits (45 times 3) 

over the three-year time horizon versus SCE’s proposed 195 over the same time horizon.   

In Rebuttal, SCE says it has “… reviewed the resource requirement for circuit breaker 

replacements and has no reason to believe that work cannot be completed as presented.”380  As 

this is the same unsubstantiated argument SCE made in its direct testimony, and it has not 

demonstrated since  a successful track record on substation equipment replacement, ORA 

continues to recommend a cap of $7.415 million for each year in this subject category. 

Miscellaneous Non-Circuit and Circuit Load Reduction 

These two items are presented together because SCE’s workpaper support shows them 

aggregated:381  For the item labelled Miscellaneous Non-Circuit Capital Expenditures, SCE is 

asking for a 111% increase in spending, between the last five years recorded to the five year 

request for 2013-2017.   

                                              
377 18 RT 2012-2011, Krannawitter/ORA. 
378 Ex. SCE-3, Vol. 3, p. 86, and p. 87, Table I-16.   
379 Ex. SCE-3, Vol. 3, p. 86.  SCE’s testimony refers to spending an average of $5.9 million per year in constant 
dollars. 
380 Ex. SCE-19, vol. 3, p. 12. 
381 Ex. SCE-3, Vol. 3, Pt. 5, workpaper p. 229. 
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For Miscellaneous Non-Circuit Capital, ORA recommends a $20 million yearly cap 

instead of the $29.742 million per year average SCE is requesting.  This is still a generous 

amount considering SCE spent, on average, $14 million per year in the last 5 years. 

For Circuit Load Reduction, SCE requests a 98% increase in spending, between the last 

five years recorded to the five year request for 2013-2017. Instead of the $20.142 million per 

year average SCE requests, ORA recommends a cap of $14.454 million per year.  This is still a 

generous amount considering that SCE spent, on average, $10 million per year in the last 5 years.  

In Rebuttal, SCE repeats the same unsubstantiated  argument that was in SCE’s direct 

testimony and suggests that ORA has no basis for selecting its proposed level of spending.   

But that is also true of SCE.  SCE argues that tradeoffs are made between categories 

(upgrades versus new circuits), but there is no showing of how the proposed planning and the 

resultant costs will accomplish this.  Nor has any historical context been offered to track the 

assertion going forward.   ORA continues to recommend a yearly cap of $20 million instead of 

the $29.742 million per year average SCE is requesting until SCE can better present the change 

in the planning process. 

Generation Interconnection 

SCE charges generation project developers an annual carrying charge for the capital 

expenditures, which is accounted for as other operating revenue (OOR), and is credited against 

the overall cost of service. 

SCE seeks $109 million in CPUC- jurisdiction funding for Generation Interconnections 

for years 2013-2017. This is 94% of the total cost, leaving the other six percent subject to FERC 

jurisdiction.382   

There are 19 projects and one blanket account383 that comprise the forecast amounts. 

In a data request, ORA sought information on the costs to be recovered through rates.384  

In SCE’s response, there is a column entitled “CPUC”, and an added column referred to as 

“SCE-cost CPUC.”  This last column shows that the net amount, after contributions, is $679,000.  

After getting a fuller presentation of this category of costs in data requests,385 there is 

only one line item of $679,000 remaining after contributions are netted out.  SCE provided no 

                                              
382 Ex. ORA-10, p. 55. 
383 Ex. SCE-3, Vol. 3 workpaper Pt. 5, p. 309.  
384 Ex. ORA-10, p. 55. 
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explanation for the amount; therefore, ORA recommends that $679,000 be removed from the 

CPUC-jurisdictional costs. 

In Rebuttal, SCE says that “Consistent with previous rate cases, SCE has not presented 

detailed descriptions for projects with less than $1 million spend.  El Segundo Re-Power is the 

only identified project where the Large Generator Interconnection Agreement (LGIA) has 

identified the telecom portion of the project as customer reimbursable.”386 

SCE, Rebuttal, is suggesting that the $679,000 is recoverable because it is a 

telecommunications cost, and therefore a CPUC-jurisdictional cost.  This is a workpaper SCE 

should have provided with its application, not in Rebuttal and not only after ORA has to ask for 

it. 

6.4. Infrastructure Replacement 

As Graph 11-1 in Exhibit ORA-11 indicates, SCE’s forecasts for 2014 and 2015 are 

higher (much higher for 2015) than what the historical recorded data would indicate.  SCE has 

given a variety of reasons for forecasting these increased levels of TDBU capital expenditures, 

including catching up on previously deferred capital expenditures, replacing aging infrastructure, 

and strengthening the distribution system to accommodate increased loads.  ORA’s investigation 

of these issues included carefully analyzing SCE’s numerous volumes of testimony and 

workpapers and issuing a variety of data requests.  In many instances, ORA has found SCE’s 

forecasts to be reasonable.  However, as shown on numerous lines of Table 11-1, in Exhibit 

ORA-11, ORA has not agreed with many of SCE’s estimates.  The following sections present 

ORA’s analysis of a number of SCE’s proposed projects, and discuss ORA’s recommended 

adjustments for these capital projects. 

Adjustment to Reflect 2013 Recorded Data 

As discussed previously, ORA was able to obtain recorded 2013 TDBU capital 

expenditures from SCE.  This recorded information is shown in Exhibit ORA-11 on Table 11-1 

in Column g.  Since capital expenditures are cumulative in nature (i.e., one year’s capital 

additions are added to the next), in order to develop a test year rate base, capital expenditures 

must be developed for all estimated years.  In this GRC, SCE’s last recorded year was 2012, 

                                                                                                                                                  
385 Ex. ORA-10-WP, vol. 2, pp. 197- 200.  SCE’s responses to DRA-196-LLK show that project 6489 El Segundo 
Re-Power has costs to be recovered in CPUC rates.  
386 Ex. SCE-19, vol. 3, p. 16. 
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meaning it had to develop forecasts for 2013, 2014, and 2015.  Since ORA was able to obtain 

2013 recorded data, it only had to develop forecasts for 2014 and 2015.  Because the use of 

recorded 2013 data eliminates the uncertainty associated with having to estimate 2013 

expenditures, ORA utilized that recorded information.  It is ORA’s understanding that for the 

capital expenditures discussed in Exhibit ORA-11, SCE has also agreed to use recorded 2013 

data. 

Adjustments to Infrastructure Replacement Projects 

As equipment ages, the risk of experiencing failures generally increases.  The capital 

projects included under the Infrastructure Replacement area seek to replace pieces of equipment 

prior to their failure based on a risk/reliability evaluation.  Stated another way, these programs 

preemptively replace pieces of equipment that are still operational, based on various studies that 

show they may soon fail.  As Table 11-1 in Exhibit ORA-11 shows, there are 14 project 

categories that make up the Infrastructure Replacement area.  Of these 14 categories, ORA is 

recommending adjustments to three of them.  However, two of those adjustments (the Worst 

Circuit Rehabilitation (WCR) Program and the Cable-In-Conduit (CIC) Program) are considered 

and analyzed together in order to determine the total cable replacement impact on reliability.  In 

Exhibit ORA-11, there are detailed discussions on WCR and CIC individually.  However, for the 

purposes of this Brief, only the totality of the recommendations is discussed.  Each of these 

proposed adjustments is discussed in the following sections.  SCE presents its Infrastructure 

Replacement testimony in Exhibit SCE-03, Volume 4.  References to SCE’s Rebuttal testimony 

refer to SCE-19, Vol. 4.  All references to SCE’s Direct and Rebuttal testimony in the 

Infrastructure Replacement sections that follow refer to those specific SCE exhibits.   

Underground Cable Failures and Reliability 

In its testimony and its rebuttal, SCE devoted much effort to show how reliability would 

be impacted by varying levels of underground cable replacements.  CUE also discussed this issue 

in its rebuttal testimony, and crossed ORA’s witness on this topic. 

In its testimony, SCE states that it is planning to preemptively replace 500 conductor-

miles of underground cable each year.  Of this total, 325 conductor-miles of replacements will 

occur under the Worst Circuit Rehabilitation (WCR) Program, and 175 conductor-miles will be 

replaced under the Cable-In-Conduit (CIC) Replacement Program.387  ORA analyzed each of 

                                              
387 Ex. SCE-03, Vol. 4, p. 27, lines 7 through 9. 
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these programs individually.  However, ORA also needed to analyze the total requested level of 

replacements (i.e., the combined total of WCR and CIC replacements) because SCE has used the 

combined replacement total to analyze what impact that total will have on the System Average 

Interruption Frequency Index (SAIFI).  The graph from page 26 of SCE’s testimony presents 

four different scenarios for yearly underground cable replacements, and the impacts those yearly 

replacements would have on SAIFI over the next 20 years.  The upper curve, labeled 0 IR, 

represents SCE’s analysis of how SAIFI would change if no preemptive cable replacements were 

made over the next 20 years.  As the graph shows, SCE anticipates that SAIFI would gradually 

increase to approximately 1.1 interruptions per customer per year, an increase of approximately 

0.269 interruptions per year over the next 20 years.388  Stated another way, if no preemptive 

replacements were made for the next 20 years, the average customer would expect to experience 

one additional interruption every 3.7 years by the end of that 20-year period.389  ORA doubts that 

the average customer would even notice an increase that was so minor. 

The three remaining lines shown in the above graph indicate how SAIFI would change 

over the next 20 years if 500 miles of underground cable were replaced per year (the upper 

dashed line), if 570 miles were replaced per year (the middle dashed line), and if 600 miles per 

year were replaced (the lower dashed line).  As one would logically expect, the more miles that 

are preemptively replaced each year, the lower the SAIFI graph will be.  As stated previously in 

this section, SCE is proposing to replace a total of 500 miles per year, which is the upper dashed 

line.  SCE’s adoption of the 500 mile per year level would mean that the SAIFI rate 20 years 

from now (slightly above the 0.85 line) would be fundamentally the same as the current rate 

(very slightly above the 0.85 line). 

Clearly, there is no single amount that can be definitively determined to be the “correct” 

level to be used for yearly cable replacements.  Judgment must be employed to evaluate the 

benefits of increased yearly replacements versus the costs to ratepayers of those replacements.  

                                              
388 Ex. SCE-03, Vol. 4, p. 26, lines 3 and 4. 
389 Using a simple example to illustrate this concept, suppose that SAIFI is increased from 1.00 to 1.10.  Before the 
increase, on average, a customer could expect to experience 1 outage per year.  After the reliability decrease (i.e., 
SAIFI has gone up), on average, a customer could expect to experience 1.10 outages per year.  Over a 10-year 
period, the average customer would experience 1 one additional outage (10 outages over that period initially versus 
11 outages over that period after the SAIFI increase).  The general formula for calculating the length of time it 
would take for the average customer to experience 1 additional outage is (1 ÷ SAIFI Increase).  In this particular 
case, with a SAIFI increase of 0.269, it would take an average of 3.717 years for the typical average customer to 
experience one additional outage at the end of the 20-year period. 



80 

While ORA understands SCE’s proposal to commence replacing 500 miles per year in 2015, 

ORA has concluded that the ratepayers would be better off by replacing 400 miles per year. 

ORA carefully evaluated three factors before it determined that a 400 mile replacement 

level per year was reasonable.  First, ORA examined the impact such a level would have on 

SAIFI.  The SCE SAIFI graph included above does not evaluate a replacement level of 400 

circuit-miles per year.  However, it does include evaluations for 500 miles and 600 miles.  

According to the graph, 20 years from now, a yearly replacement rate of 600 miles per year 

would result in a SAIFI value of approximately 0.80 interruptions per customer per year.  

Similarly, a yearly replacement rate of 500 miles per year would result in a SAIFI value of 

approximately 0.87 interruptions per customer per year.  The difference between the 600 mile 

level and the 500 mile level therefore causes an increase in SAIFI of approximately 0.07 

interruptions per customer per year.  This small increase would translate into the average 

customer experiencing one additional outage every 14.286 years.390 

ORA is aware that the values in the SAIFI graph cannot be linearly scaled up or down for 

different replacement rates with 100% accuracy.  Nevertheless, ORA would expect that if that 

graph had included a scenario for replacing 400 circuit-miles per year, the resulting line would 

be far closer to the 500 mile line than it would be to the 0 mile line.  In fact, ORA would expect 

that the SAIFI increase that occurs when going from 600 miles to 500 miles (0.07 interruptions 

per customer per year), would be a reasonable proxy for the increase that would occur when 

going from 500 miles to 400 miles.  Stated another way, ORA’s recommended replacement level 

of 400 circuit miles per year would likely result in a SAIFI increase that was roughly 0.07 higher 

than would result from using SCE’s recommended replacement level of 500 miles per year.  

Therefore, if ORA’s recommended replacement rate of 400 circuit-miles per year was used 

instead of SCE’s proposed rate of 500 miles, the average customer would expect to experience 

one additional outage every 14.286 years as compared to SCE’s proposal.  Even if the SAIFI 

increase is twice as high when going from 500 miles to 400 miles as it is when going from 600 

miles to 500 miles, the SAIFI increase would still be only 0.14 interruptions per customer per 

                                              
390 As discussed in the previous footnote, the formula for making this type of calculation is simply (1 ÷ SAIFI 
increase).  In this instance, with a SAIFI increase of 0.07, the length of time to experience 1 additional outage would 
be 1/0.07, or 14.286 years. 
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year.391  A SAIFI increase of 0.14 would still mean that the average customer would only 

experience one additional outage every 7.143 years392 as compared to SCE’s 500 mile 

replacement proposal.  Regardless of which of these two SAIFI increases is used, ORA’s 

recommendation to replace underground cable at the rate of 400 circuit-miles per year, versus 

SCE’s recommendation to use 500 circuit-miles per year, will only cause a very small increase in 

the number of outages the average customer will experience 20 years from now.  Whether using 

the 0.07 increase (which would cause one additional outage each 14+ years) or the 0.14 increase 

(which would cause one additional outage every 7+ years), the impact to the average customer 

would be barely discernable. 

The second factor evaluated by ORA in determining the reasonableness of its 400 mile 

replacement recommendation was the cost impact.  In Exhibit ORA-11, Table 11-1, Lines 1 and 

2 show the costs for the WCR and the CIC programs, the two programs that, when combined, 

constitute ORA’s 400 mile recommendation.  Column n of that table shows that ORA’s 

recommended use of a 400 circuit-mile replacement rate, versus SCE’s proposed 500 circuit-

mile rate, results in a capital expenditure reduction in 2015 of nearly $50 million.393  If 

reductions of that magnitude continued for each year over the 20-year period being discussed, 

the total decrease in capital expenditures would be close to $1 billion.  Quantifying the actual 

dollar savings each SCE customer would receive would be very difficult, but certainly there 

would be savings in depreciation (since ratepayers would not be required to reimburse SCE for 

the capital costs of these avoided investments) as well as savings in not having to pay for a return 

on these investments.  The offset to these savings is that customers would experience decreased 

reliability.  As discussed previously, that decreased reliability would likely be in the 

neighborhood of one additional outage every 14+ years at the end of the 20-year period.  ORA is 

confident that SCE’s ratepayers would be more than happy to take that level of decreased 

reliability in exchange for a lower bill. 

                                              
391 The SAIFI increase that occurs when the yearly replacement is decreased from 600 miles per year to 500 miles 
per year is 0.07 interruptions per customer per year.  Doubling that increase would be 2 times 0.07 = 0.14. 
392 Using the previously calculated formula, the period of time that it takes for the average customer to experience 
one additional outage would be 1/0.14 = 7.143 years. 
393 Ex. ORA-11, p. 6 Table 11-1, Column n, Lines 1 and 2, show forecast expenditure differences of $8.689 million 
and $40.077 million, totaling $48.766 million. 
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The last factor ORA evaluated in analyzing this area of underground cable failures was a 

comparison of historical replacement levels.  ORA felt it was important to compare its 

recommendation of preemptively replacing 400 circuit-miles of underground cables per year 

with the recorded replacement levels that have occurred previously.  Equally important, ORA 

wanted to determine how SCE’s 500 mile request compared to historical replacement levels.  To 

that end, ORA developed Table 11-2 on page 20 of Exhibit ORA-11.  As can be readily seen, 

Table 11-2, consists of recorded and forecast levels for WCR underground cable replacements 

and CIC underground cable replacements, the two capital categories that, in total, constitute the 

variables in this SAIFI analysis. 

A quick inspection of Column e shows that the largest recorded replacement level 

undertaken by SCE was in 2009, when it replaced a total of 272 circuit-miles of underground 

cables.  Prior to the forecast years, SCE had never replaced 300 miles, let alone 400 or 500 miles 

in any given year.  Clearly, SCE’s forecast replacement levels represent a quantum increase over 

the levels that it has historically undertaken.  Column c shows that most of that sudden increase 

is occurring because of increased CIC replacements.  ORA agrees that the CIC program should 

be increased, but as will be discussed in the following sections, has concluded that not all of 

SCE’s forecast increases are justified. 

Column f of Table 11-2 shows ORA’s proposed cable replacement totals.  For the 

reliability and cost reasons discussed in the previous paragraphs of this section, ORA has 

concluded that a total replacement level of 400 circuit miles in 2015 is reasonable and 

appropriate.  Column f shows that a 400 mile level is also reasonable in comparison to historical 

replacement rates.  ORA’s proposed 2015 replacement rate is much larger than any previous 

recorded level, amounting to an increase of 128 miles over the previous largest level of 272 

miles in 2009.  It is important to note that as recently as 2012 (the last year of recorded total 

replacement data available to ORA), SCE only replaced 177 miles. 

Similarly, in ORA’s judgment, its proposed replacement level of 350 circuit-miles in 

2014 is also reasonable.  Just as SCE feels it is reasonable to “ramp up” its replacement levels so 

as to reach 500 miles in 2015, so too has ORA concluded that a “ramp up” is appropriate to reach 

its recommended replacement rate of 400 miles.  ORA’s recommendation to replace a total of 

350 circuit-miles in 2014 is 25 miles less than SCE’s forecast of 375 miles.  Even though it is a 
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bit lower than SCE’s forecast, it still is 78 miles greater than the previous largest replacement 

rate of 272 miles, and is 173 miles larger than the 2012 recorded replacement level. 

ORA spent considerable time analyzing undergrounding cables.  ORA has analyzed how 

its recommendations would impact SAIFI.  It has considered how its recommendations would 

impact costs.  ORA also compared how its recommendations comported with historical levels.  

The results of all these studies has led ORA to the inescapable conclusion that its 

recommendation to replace a total of 350 circuit-miles in 2014 and 400 circuit-miles in 2015 is 

reasonable, will result in negligible increases to SAIFI, will save the ratepayers money, and is 

generous in comparison to historical replacements. 

SCE Rebuttal 

In its Rebuttal Testimony (page 4), SCE alleges that many of its customers are noticing 

the reliability they are currently experiencing and are finding it below their expectations.  SCE 

goes on to state that many of its constituents find the current electrical service reliability not 

acceptable.  ORA recognizes that various circuits in SCE’s system are problematic, which is why 

ORA has agreed that the total level of underground cable replacements should be increased.  As 

Exhibit ORA-11, Table 11-2 clearly shows in Column f, ORA is proposing that 400 circuit-miles 

be replaced in 2015.  In no previous recorded year has SCE even replaced 300 circuit-miles, let 

alone 400.  This large forecasted increase is meant to address the very issues that SCE mentions 

in its Rebuttal. 

SCE goes on to state in its Rebuttal (on page 5) that ORA’s analyses regarding potential 

cost savings would be correct only if the cable left in service never fails.  Obviously, every piece 

of equipment eventually fails, including underground cables.  ORA’s forecasts for underground 

cable replacements cover the period through 2015; they were not meant to be sacrosanct for 

perpetuity.   

As discussed beginning on page 37 of its testimony, SCE has developed a new Testing-

Based Cable Life Extension Program that has the ability to test and guarantee that underground 

cables passing the test will not fail for at least 10 years.  SCE has accepted SCE’s proposed 

expenditures for this program.  While not the same as a guarantee in perpetuity, a 10-year 

guarantee does give ORA confidence that SCE now has the ability to reliably locate and replace 

those cables that are likely to fail during the near future.  If, in future rate cases, it appears that 

underground cables are likely to fail at levels not covered by ORA’s 400 circuit-mile 
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recommendation, it is perfectly reasonable to revisit this issue and develop replacement levels 

that meet the new circumstances.  However, for at least this GRC cycle, ORA’s 

recommendations will result in cost savings.  SCE’s concerns are without merit. 

In the Rebuttal Testimony contained in SCE-19, Vol.1, SCE mistakenly states (at the 

bottom of page 8 and the top of page 9), that ORA is recommending that 50 circuit-miles per 

year of CIC cable be replaced.  In fact, ORA is recommending twice that amount (100 miles per 

year) for 2014 and 2015.  That fact can be seen in Table 11-2 above.  Lines 7 and 8 in Column f 

clearly show that ORA is recommending 100 miles per year.  It should be noted that for 2013, 

ORA has recommended 50 miles, which is the same forecast as SCE.  Perhaps SCE’s mistaken 

analysis of ORA’s recommendations accounts for the unfounded belief that ORA has not 

provided sufficient funding for underground cable replacement. 

CUE Rebuttal 

CUE’s Rebuttal Testimony also discusses underground cable replacements.  Beginning 

on page 10 of its Rebuttal, CUE makes many allegations and accuses ORA of numerous errors, 

none of which are factually accurate.  On page 10 of its Rebuttal, CUE alleges that ORA’s 

testimony only addresses the frequency of outages (i.e., SAIFI – System Average Interruption 

Frequency Index), but ignores the duration of the outages (i.e., SAIDI – System Average 

Interruption Duration Index).   

ORA’s testimony only discusses SAIFI.  However it is erroneous to allege that ORA 

ignored SAIDI.  When ORA’s witness was crossed by CUE, this issue was thoroughly discussed.  

ORA pointed out that of the two indices, it judged SAIFI to be the most important due to the 

impact it had on customers.  ORA noted that each time the power went out, regardless of the 

duration, clocks, microwaves, thermostats, etc. all had to be reset.  Contrary to the notion of 

ignoring SAIDI, ORA stated that its initial analyses of SAIDI had revealed only minor impacts 

to customers.  When questioned by the ALJ, ORA referenced Figure II-15 on page 25 of SCE’s 

testimony.  A quick examination of that figure while on the stand showed that, 20 years from 

now, there would be approximately a 10-minute impact on the average total outages experienced 

by SCE’s customers.  ORA’s quick estimate while on the stand has proved to be quite accurate.  

In response to ALJ Darling’s questions, SCE issued Exhibit SCE-34.  On page two of that 

exhibit, SCE calculates that a preemptive replacement cable rate of 570 miles per year would 

result in 10 fewer minutes of SAIDI in the year 2032 when compared to a replacement rate of 
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500 miles per year.  If a 70 mile change results in a 10-minute difference 20 years from now, a 

100 mile difference would result, all other things being equal, in a duration change of roughly 14 

minutes. 

In its Rebuttal, CUE goes on to state that ORA’s position would result, over 20 years, in 

an extra 69 minutes of outages for the average customer.  With much bravado, CUE then asks 

whether ORA would “dare claim that those rolling blackouts were barely discernable.”  In point 

of fact, ORA would dare to make that claim.  As confirmed in Footnote 48 of its Rebuttal, the 

69-minute outage figure referenced by CUE is the sum of the differences, over 20 years, 

between replacing 400 miles per year and 500 miles per year.  If spread evenly over the 20-year 

duration of the replacement program, the 69 minute total derived by CUE would equate to 3.45 

minutes per year.  Would SCE’s ratepayers be willing to accept an additional average of 3.45 

minutes of outages per year in order to save roughly $1 billion in capital expenditures?  In 

ORA’s judgment, most ratepayers would. 

CUE next impugns ORA’s intelligence and integrity by alleging that “the threat ORA’s 

cavalier proposal poses to reliability has cost consequences as well.”  CUE states that SCE has 

about 13,000 miles of cable-in-conduit in its system, so replacing just 100 miles per year (as 

ORA recommends for 2014 and 2015), means that it would take 130 years to replace it all.  

CUE’s math is correct, but its logic is not. 

ORA’s recommendations are for the years 2014 and 2015.  The 100-mile forecast is not 

etched in stone, and is not designed to be imposed in perpetuity.  For some reason, SCE (to a 

small degree) and CUE (to a large degree) seem to have fixated on ORA’s forecasts and 

extrapolated them, unchanged, out to the year 2032.  ORA agrees that emergency replacements 

will usually be more expensive to undertake than planned replacements.  That is why ORA is 

recommending large replacement levels in 2014 and 2015, much higher than any previous year. 

As discussed on page 31 of Exhibit SCE-03, Volume 4, SCE has recently developed new, 

more economical methods for replacing CIC cable.  Similarly, as discussed on page 37 of its 

testimony, SCE has found new ways to test the reliability of underground cables, eliminating the 

premature removal of cables with at least 10 years of remaining life.  Both of those events 

impacted ORA’s analyses when replacement levels were derived.  ORA would expect that 

similar changes will occur in the future.  Clearly, it is the height of folly to assume that ORA’s 

forecast will never change over the next 130 years.  ORA’s job is to evaluate costs, resource 
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constraints, customer benefits, etc. to derive a justifiable forecast for the test year.  Based on 

these factors, as well as factors discussed at length in ORA’s Exhibit ORA-11, a CIC 

replacement level of 100 miles per year was developed.  That number was used by ORA for both 

2014 and 2015 (versus SCE’s forecasts of 125 miles in 2014 and 175 miles in 2015).  The 

reasonableness of ORA’s forecasts can be judged by examining Exhibit SCE-34.  In that 

document, SCE notes, on page 1, that as of September 30, 2014, it had replaced 56.6 miles of 

CIC cable.  ORA believes that SCE will be hard pressed to reach ORA’s 2014 forecast of 100 

miles by the end of 2014.  If SCE has problems replacing 100 miles of CIC cable in 2014, ORA 

does not see how SCE can reasonably be expected to replace 175 miles in 2015. 

B-Bank Transformer Replacements 

Transformers are major pieces of equipment that are used to change the voltage of 

electricity.  Transformers are used to increase voltage in order to reduce energy losses during 

transmission over long distances.  Conversely, they are also used to reduce voltage to a level that 

is usable to SCE’s customers.  B-bank transformers are located in neighborhood substations 

where they transform 66 kV electricity down to a level that can be sent out into the distribution 

circuits.  B-bank transformer replacements are discussed in SCE’s testimony beginning on page 

76. 

SCE Rebuttal 

In its testimony, ORA found SCE’s forecast for 2015 B-bank expenditures to be 

reasonable, but recommended that SCE’s 2014 request to replace 42 transformers be reduced to 

fund 30 replacements.  On page 16 of its Rebuttal, SCE states that it now intends to replace 30 

B-bank transformers in 2014, and is in agreement with ORA’s forecast for that year. 

6.5. Customer-Driven Programs and Distribution Construction 
 (FERC Account 586.140) 

A large portion of the work undertaken by the Transmission and Distribution Business 

Unit is generated by requests from SCE’s customers.  Projects of this type fall into the Customer 

Driven Projects area.  Examples of this type of work include installing new service connections 

for new customers, converting overhead lines to underground, and relocating facilities to 

accommodate customers.  As Table 11-1 of Exhibit ORA-11 shows, there are 17 project 

categories that make up the Customer Driven Projects area.  Of these 17 categories, ORA is 

recommending adjustments to nine of them.  These proposed adjustments are discussed in the 
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following sections.  Many of these differences are caused by ORA’s development of lower 

estimates for Gross Meter Sets; these differences will be discussed together in one section. 

SCE presents its Customer Driven Projects testimony in Exhibit SCE-03, Volume 5.  

SCE’s Rebuttal testimony is presented in Exhibit SCE-19, Vol. 5.  All references to SCE’s 

Direct/Rebuttal testimony in the Customer Driven sections that follow refer to those specific 

SCE exhibits. 

Gross Meter Sets 

Many of the forecasts developed for the capital areas that constitute the Customer Driven 

category rely on estimates that use gross meter sets as the basis for their derivation.  As will be 

discussed, SCE has analyzed historical gross meter sets and found that there were strong 

correlations between those meter sets and the various units of work that make up the capital areas 

in the Customer Driven Program.  The nature of these correlations, and the work units that they 

help define, are discussed at length in Exhibit ORA-11. 

The ORA witness responsible for Exhibit ORA-11 neither analyzed gross meter sets nor 

developed forecasts for future meter sets.  Table 11-6, on page 33 of Exhibit ORA-11, reflects 

recorded meter sets from 2003 through 2012, and includes ORA’s forecasts for 2013, 2014, and 

2015.  As noted on the table, ORA was able to incorporate 2013 recorded data in some instances.  

The details regarding the forecasts contained in Table 11-6 can be found in Exhibit ORA-3. 

Customer Growth Projects 

As the name suggests, Customer Growth projects reflect the estimated capital costs to 

connect new customers to SCE’s distribution system.  The main Customer Growth categories 

are: 

 Residential Growth 

 Commercial/Industrial Growth 

 Agricultural Growth 

 Street Light Growth 

Several of these categories are comprised of various sub-categories.  The common 

element for each of these categories is that gross meter sets are used as the variable to derive the 

capital forecasts. 

SCE Rebuttal 
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ORA and SCE are in agreement with the numerical calculations needed to convert the 

estimates for gross meter sets into the various growth forecasts.  Exhibit ORA-11 contains 

numerous pages of analyses and discussions for these Customer Growth projects, commencing 

on page 32.  There is no need to repeat these discussions here.  Suffice it to say that when the 

Commission adopts its forecasts for Gross Meter Sets, those values will simply be plugged into 

the spreadsheets that have already been created to derive the forecasts for the various Customer 

Growth projects. 

Rule 20A Conversions 

Overhead power lines are converted to underground lines pursuant to several Tariff 

Rules, one of which is Rule 20A.  Under Rule 20A, each governmental agency in SCE’s service 

territory is allocated a portion of SCE’s Rule 20A capital budget based on the number of 

overhead meters within its jurisdiction.  The governmental agency then selects the locations 

where overhead facilities are to be converted. 

Historically, ORA has found that recorded Rule 20A expenditures are usually spent at a 

level that was less than what was authorized.  In prior GRCs, ORA has recommended that 

funding for Rule 20A be curtailed due to the fact that recorded expenditures are usually less than 

authorized.  In spite of strong warning language included in the last GRC decision (see page 166 

of D.12-11-051), SCE has not spent what was authorized for 2011, 2012, and 2013.  As shown 

on Line 4 of Table 11-15 on page 61 of Exhibit ORA-11, SCE has spent, in total, $21.637 

million less than what was authorized for those three years. 

SCE Rebuttal 

In its testimony, ORA recommended that SCE’s 2014 and 2015 forecast be reduced to 

reflect the fact that it failed to spend the authorized amounts from the last GRC.  This reduction 

amounted to $10.818 million each year, with each year’s reduction representing one half of the 

$21.637 million that was underspent.  On page 16 of its Rebuttal, SCE states that it does not 

agree with the notion that there should be a penalty for underspending driven by factors outside 

of SCE’s control.  However, SCE further states that it does now accept ORA’s forecasts for 2014 

and 2015. 

Rule 20B and 20C Conversions 

Rule 20B underground conversions are site-specific conversions primarily performed at 

the request of private parties, such as a developer.  Often a developer is required to convert to 
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underground a section of overhead line as a condition to building a new project.  In addition, 

cities use Rule 20B in conjunction with Rule 20A to further their redevelopment objectives.  

Rule 20B conversions involve the underground installation of vaults and conduits, and overhead 

terminations at each end on the conversion.394 

Rule 20C conversions include the expenditures of converting overhead lines at the 

request of an individual or group of customers.  These projects usually arise when an individual 

property owner or small developer of a new project wishes to remove existing overhead lines.395 

SCE has concluded that the unit of work that is most appropriate for both Rule 20B and 

Rule 20C capital expenditures is the length, in miles, of underground conductors installed each 

year.  After analyzing historical data, SCE determined that the length of cable to be installed as 

part of Rule 20B and 20C was correlated to residential line extensions.  As discussed in Section 

VI.C.2 of Exhibit ORA-11, Residential Line Extensions were themselves correlated to gross 

meter sets.  Therefore, using a two-step process, the number of residential gross meter sets could 

be used to develop the length of residential line extensions, which in turn could be used to 

calculate the combined total miles of Rule 20B and Rule 20C underground conductors that were 

installed each year.  ORA studied the regression to convert residential gross meter sets to 

residential line extensions, and found it reasonable.  The second regression analysis, to convert 

residential line extensions to the miles of underground cable installed for Rule 20B and Rule 

20C, was also found reasonable by ORA.  Using these regression analyses, ORA constructed a 

table that shows the conversion of yearly residential gross meter sets to lengths of underground 

cables installed for Rule 20B and Rule 20C.  (See Appendix D on page 104 of Exhibit ORA-11, 

as well as Table 11-16 on page 65.) 

SCE Rebuttal 

Much like the section of this Brief regarding Customer Growth projects, SCE and ORA 

are in agreement regarding the methodology used to derive Rule 20B and 20C forecasts.  Once 

authorized forecasts for Gross Meter Sets are determined, those numbers will simply be plugged 

in to the spreadsheets to derive the Rule 20B and 20C numbers.  The only difference between 

SCE’s and ORA’s methodologies concerned the development of the unit cost.  In its testimony, 

SCE developed a figure of $254.4 (in thousands) for its estimate.  ORA was unable to duplicate 

                                              
394 Ex. SCE-03, Vol. 5, p. 57, lines 15 through 22. 
395 Ex. SCE-03, Vol. 5, p. 57, lines 24 through 26. 
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SCE’s figure, and developed its own estimate of $248.9 (in thousands).  On page 17 of its 

Rebuttal, SCE states that it now agrees to use ORA’s unit cost estimate.  Therefore, once 

forecasts for Gross Meter Sets are adopted, those values can be inserted into the agreed-upon 

tables to derive Rule 20B and 20C estimates. 

Prefabrications 

Each of SCE’s 35 districts has a prefabrication operation that is responsible for staging 

material for the construction crews, assembling prepackaged kits, and properly disposing of 

materials removed from jobsites.  Staging material involves receiving shipments from SCE or 

manufacturer warehouses, performing material accounting, and placing the delivered items in 

storage bays until the material is loaded onto the construction crews’ trucks on the day of the 

job.396 

As one would expect, prefabrication work is directly related to the total distribution 

related capital work that is performed – as total distribution capital work increases, so does the 

amount of prefabrication work, although the precise ratio of total work to prefabrication work 

varies from year to year.  As discussed in Exhibit ORA-11 beginning on page 67, both SCE and 

ORA are using a detailed spreadsheet that lists over 40 different types of TDBU capital projects, 

and the amount of Prefabrication expenditures associated with each. 

SCE Rebuttal 

SCE and ORA agree with the mechanics of this spreadsheet.  The only variables in 

question are the forecast costs for these 40+ capital projects.  In its analysis of SCE’s forecasts, 

ORA has recommended a number of changes to these projects.  Once the Commission adopts 

2014 and 2015 expenditure levels for these projects, the adopted numbers will be inserted into 

the spreadsheet, and the forecasts for Prefabrication expenditures will be derived.  Both SCE and 

ORA are in agreement with this procedure. 

Distribution Transformers 

SCE uses large numbers of distribution transformers each year during its normal course 

of doing business.  Almost every distribution work category needs some transformer installation 

or replacement.  Not being able to replace distribution transformers in a timely manner would 

mean outages for customers directly connected to the transformers.397 

                                              
396 Ex. SCE-03, Vol. 5, p. 69, lines 4 through 9. 
397 Ex. SCE-03, Vol. 5, p. 72, lines 2 through 6. 
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Distribution transformer installations/replacements fluctuate with the level of capital 

expenditures for other distribution capital work.  This makes sense intuitively; for example, since 

pole replacements often require replacing the transformer, the more poles that are replaced in a 

year, the more transformers will be needed.  On page 128 of its workpapers, SCE provides a 

spreadsheet that calculates transformer costs as they relate to distribution capital projects.  This 

spreadsheet is more complex than most as it includes a list of all the distribution capital projects 

that require transformers, the transformers per work unit ratio,398 the transformer purchase price, 

the removal cost, and the average lag in transformer installation.  All of these variables will have 

an impact on the total cost of transformer expenditures each year.  This spreadsheet is quite large 

and complicated.  ORA provides a copy of part of this spreadsheet in Appendix E of its 

testimony. 

SCE Rebuttal 

Similar to the previous section on Prefabrication costs, SCE and ORA agree with the 

mechanics of this spreadsheet.  The only variables in question are the forecast costs for the 

numerous capital projects that require transformers.  In its analysis of SCE’s forecasts, ORA has 

recommended a number of changes to these projects.  Once the Commission adopts 2014 and 

2015 expenditure levels for these projects, the adopted numbers will be inserted into the 

spreadsheet, and the forecasts for Distribution Transformer expenditures will be derived.  Both 

SCE and ORA are in agreement with this procedure. 

Customer-Driven Programs and Distribution Construction – O&M Expenses 

SCE forecasts $16.008 million for TY 2015 Customer Driven Programs and Distribution 

Construction expenses.399  “Customer Driven Programs and Distribution Construction expenses 

include costs associated with connecting new customers to the distribution system, customer 

requests, and work that supports distribution construction. 

                                              
398 The term “work unit” is meant to describe the measurement of the primary activity that is undertaken in the 
particular capital project.  For example, the work unit for Rule 20B Undergrounding Conversions would be miles of 
cable, while the primary work unit for Distribution Pole Replacements would obviously be the number of poles that 
were replaced. 
399 Ex. SCE-3, Vol. 5, p. 3. 
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ORA’s corresponding TY 2015 estimate is $13.221 million, or $2.240 million less than 

SCE’s forecast.400  The area in dispute is the forecast for FERC Account 586.140, Meter 

Installations and Replacements. 

SCE records expenses for meter installations and replacements in Sub-Account 586.140.  

This account includes expenses for the installation, replacement, and relocation of customer 

meters.  SCE forecasts $11.492 million for its TY expense, which is an increase of $3.271 

million or 39.79% over 2012 recorded expenses of $8.221 million.  ORA’s corresponding TY 

forecast is $9.251 million, which is an increase of $1.030 million or 12.53% over 2012 recorded 

expenses of $8.221 million.  ORA’s forecast is higher than expenses for all recorded historical 

years (2008-2012).401 

SCE developed its forecast by multiplying its forecast total meter count by the 2012 

recorded cost per meter.  SCE’s forecast for meter count includes both meter installations and 

meter replacements.  SCE used a 3-year average of 2015-2017 forecasts to levelize expenses.402 

ORA developed its corresponding TY forecast of $9.139 million by multiplying a total 

meter count of 118,688 by the 2012 recorded cost per meter.  ORA used a similar methodology 

as SCE for developing its forecast, but adjusted the TY 2015 forecasted total meter count to 

118,688 meters.  ORA calculated its total meter count using the TY forecast for meter 

installations of 36,503 meters proposed by ORA in Exhibit ORA-3.403   

ORA only forecasts 2015 expenses and does not use a 3-year levelization of 2015-2017 

forecast expenses.  SCE’s 3-year levelization of 2015-2017 forecast expenses artificially inflates 

the TY2015 expenses.  The attrition mechanism provides appropriate increases for 2016 and 

2017.404 

Distribution Construction Support (FERC Account 588.140) 

                                              
400 Ex.ORA-8, p. 17. 
401 Ex. ORA-8, p. 18. 
402 Ex. SCE-3, Vol. 5, p. 8. 
403 Ex. ORA-8, p. 19. 
404 Ex. ORA-8, p. 20. 
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Distribution construction support activities include Miscellaneous Construction 

Inspection, Facility Inventory Mapping, Field Accounting, Stand-by-time, Distribution Line 

Rents, SSID Operating Expenses, and Wireless Technology Services.405  

SCE records Miscellaneous Construction Inspection expenses in Sub-Account 588.140.  

Expense activities include jobsite pre-fielding, warranty, and miscellaneous civil construction 

inspections performed by DC&M personnel to facilitate construction by electrical and civil 

crews.  SCE’s forecasts $1.154 million for TY expenses, which is an increase of $0.816 million 

or 241.42% over 2012 recorded expenses of $0.338 million.  ORA’s corresponding TY forecast 

is $0.645 million, which is an increase of $0.307 or 90.83% over 2012 recorded expenses of 

$0.338 million.  ORA’s forecast is higher than expenses for the last three recorded historical 

years (2010-2012).406 

SCE forecasts Miscellaneous Civil Inspection expenses of $1.154 million as a ratio of 

capital expenditures in tract and backbone installation for new service connections and Rule 20 

distribution work.  SCE used the recorded 2012 ratio multiplied by the forecast capital 

expenditures.407 

ORA agrees with SCE’s methodology to develop the TY forecast by multiplying the 

recorded 2012 ratio by forecast capital expenditures, but disagrees with SCE’s capital 

expenditure forecasts for tract, backbone and Rule 20A, 20B, and 20C.  ORA used the forecast 

for underground capital work recommended in Exhibit ORA-11 to develop its forecast of $0.645 

million. 

ORA’s TY forecast for miscellaneous construction expenses of $0.645 million is a 

combination of its miscellaneous civil expense forecast of $0.564 million, and its warranty 

inspection forecast of $0.081 million.408 

SCE also records expenses for Distribution Line Rents in Sub-Account 588.140.  

Distribution line rents includes payments to the U.S. government and other agencies for using 

and occupying public and tribal lands for distribution line right-of-ways, rental costs, railroad 

                                              
405 Ex. ORA-8, p. 20. 
406 Ex. ORA-8, p. 21. 
407 Ex. ORA-8, p. 21. 
408 Ex. ORA-8, p. 22. 
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crossing, and substation land leases.  SCE forecasts $1.943 million for its TY expenses.  ORA’s 

corresponding TY estimate is $1.907 million.409 

SCE developed its forecast of $1.943 million by using last recorded year of $1.802 

million, and applying an annual escalation rate of 1.9%, which is the standard published 

escalation rate for the Bureau of Land Management (BLM).  In addition, SCE used a 3-year 

average of 2015-2017 forecasts to levelize expenses.410  

ORA’s TY estimate is $1.907 million, which is the 2015 forecast developed by SCE.  

ORA’s test year estimate includes SCE’s application of the 1.9% escalation rate up until the TY, 

but does not include SCE’s 2015-2017 levelization of forecast expenses.  SCE escalated its 2014 

forecast by 1.9% in order to develop its TY 2015 forecast, escalated its TY 2015 forecast by 

1.9% in order to develop its 2016 forecast, and escalated its 2016 forecast by 1.9% in order to 

develop its 2017 forecast.  By averaging 2015-2017 forecast expenses, SCE is charging 

ratepayers in the test year for escalation costs that will occur in 2016 and 2017.  The attrition 

mechanism already provides appropriate increases for 2016 and 2017 and ratepayers should not 

be charged in the Test Year for standard escalation expenses that will be captured in the post test 

year increases.411 

6.6. Distribution Inspection and Maintenance 

Distribution and Maintenance -- Capital 

SCE’s Distribution Inspection and Maintenance Program requires inspectors to identify 

and prioritize deteriorated components or conditions found during inspection for follow-up repair 

and replacement.  Items are evaluated based on each component’s specific attributes.  SCE says 

that costs are then either recorded as an operating and maintenance expense or capitalized, in 

accordance with established accounting rules.412 

SCE includes in its forecast of Distribution and Maintenance Program costs the following 

categories: 

 Distribution Maintenance; 

 Removal of Idle Facilities; 

                                              
409 Ex. ORA-8, p. 23. 
410 Ex. ORA-8, p. 23. 
411 Ex. ORA-8, p. 24. 
412 Ex. SCE-3, Vol. 6, Pt. 1, p. 14, lines 21-28. 
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 Underground Structure Replacement; 

 Deteriorated Pole Replacement, Distribution; 

 Deteriorated Pole Replacement, Transmission; 

 Aged Pole Replacement; 

 Joint Pole Credits, Distribution and Transmission; and 

 Wood Pole Disposal.413 

 

For Distribution Inspection and Maintenance, ORA has stipulated to SCE’s forecasts in 

its Rebuttal Testimony for the following: 

 Distribution Maintenance of $250.396 million in 2014 and 
$255.713 million in 2015;   

 Removal of Idle Facilities of $6.447 million in 2014, and $6.584 
million in 2015;  

 Deteriorated Pole Replacement, Transmission of $30.859 million 
in 2014, and $31.680 million in 2015; and 

 Wood Pole Disposal of $3.152 million in 2014 and $1.925 million 
in 2015.414 

SCE’s historical costs on an overall basis were relatively level during the 2010-2012 

periods, ranging from $321.9 million in 2010 to $358.0 million in 2012.  The three–year average 

for 2010-2012 is $342.9 million.415 

Pole Replacement 

SCE says that the inspection, repair and replacement of its 1.4 million poles have “many 

drivers.”416  For instance, some distribution and transmission pole replacements are based on 

intrusive inspection results.  Some pole replacements are also identified during overhead detailed 

inspections or while performing other work.417  SCE’s forecasts are derived from the number of 

inspections completed in previous years, number of inspections forecast in future years, and 

                                              
413 Ex. SCE-19, vol. 6, Pt. 1, p. 12. 
414 Ex. ORA-57-R. 
415 Ex. ORA-12, p. 7, footnote 15: $342.9 million (($321.9 million (2010 recorded) + $348.7 million (2011 
recorded) + $358.0 million))/3). 

416 Ex. SCE-3, Vol. 6, Pt. 1, p. 37. 
417 Ex. SCE-3, Vol. 6, Pt. 1, p. 40, lines 6-16. 
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historical failure rate by priority.  SCE says “[t]he 2012 recorded cost per pole replacement was 

used to forecast unit costs.”418 

In addition, SCE has undertaken a capital program to replace poles that have reached 

approximately 70 years of service.  By replacing the aged poles, SCE claims it is able to more 

smoothly ramp up to the number of pole replacements and get operationally ready for its Pole 

Loading Program.419   

SCE presents its pole replacement capital expenditures in three separate Work 

Breakdown Structure elements: 

 Distribution Pole Replacements; 

 Distribution Pole Replacements - Aged; and, 

 Sub-Transmission Pole Replacements. 

Currently, SCE does not have any explicit risk mitigation metric associated with these 

programs, so SCE is not able to estimate specific numbers of injuries that might be prevented by 

any of its programs.420 

Distribution Pole Replacements 

SCE used its 2012 recorded average cost and estimated distribution pole replacement in 

calculating its forecast for 2013-2017 distribution pole replacements.  The number of pole 

replacements during the last three years has been stable.  SCE’s proposed distribution pole 

replacements do not appear to reflect the historical replacements actually made during this 

period. 

ORA made its estimate of capital expenditures using the average distribution pole 

replacements during these years (2010-2012), and used the average cost of distribution poles 

during this timeframe, escalated for inflation.421 

Aged Pole Replacements 

SCE is forecasting capital expenditures of $111.5 million for 2013, $184.2 million for 

2014 and $24.6 million for 2015.  ORA opposes any ratepayer funding for the years 2013, 2014 

and 2015.422 

                                              
418 Ex. SCE-3, Vol. 6, Pt. 1, p. 41, lines 8-11 

419 Ex. SCE-3, Vol. 6, Pt. 1, p. 44, lines 3-7.   

420 Ex. ORA-12, p. 10 citing SCE response to DRA-326-MKB, Q.1. g. 
421 Ex. ORA-12, p. 11. 
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SCE is requesting funding for a new program to replace aged poles (which SCE defines 

as poles that have reached approximately 70 years of service423) in Exhibit SCE-03, Vol. 6, Part 

1, starting on page 43.  SCE says the funding is to increase its annual pole replacement from 

10,000 poles to 35,000 poles424 so it may build up its capacity to replace poles that SCE believes 

will fail future pole loading analyses.425 

SCE claims that poles which have been in service over 70 years have a higher risk of 

failure.426   

Prior to 2013, SCE had not replaced any poles simply because they were in service over 

70 years.  SCE proposes to add additional capital expenditures of $320 million to replace aged 

poles in 2013-2015.  This would generate approximately $48 million in additional revenue 

requirement in 2015.427  After 2015, this program ceases to exist. 

In SCE’s last GRC, the Commission accepted SCE’s wood pole replacement forecast of 

$101.3 million in 2011 and $116.5 million in 2012.428  There was no discussion of an aged pole 

replacement program in SCE’s last GRC decision.  In this application, SCE had actual capital 

expenditures for distribution wood pole replacements of $94.4 million in 2011 and $103.8 

million in 2012 with no historic capital expenditures for its aged pole replacement program in 

either year.429  In SCE’s forecast for 2013, SCE calculated distribution pole replacements of 

$74.4 million and aged pole replacement of $111.5 million.430  When SCE provided its actual 

recorded capital expenditures for its wood pole replacement programs, it could not identify what 

the cost was for its wood pole replacement program or its aged pole replacement program but 

only identified its total wood pole replacement costs of $206.7 million.  Decision 12-11-051 

states that “Pole repairs and replacements are prioritized for repair or replacements based on 

                                                                                                                                                  
422 Ex. ORA-12, p. 2. 
423 Ex. SCE-3, Vol. 6, Pt. 1, p. 44. 

424 Ex. SCE-3, Vol. 6, Pt. 1, p. 43, lines 2-4. 

425 Ex. SCE-3, Vol. 6, Pt. 1, p. 44, lines 5-7. 

426 Ex. SCE-3, Vol. 6, Pt. 1, p. 44, lines 8-13. 

427 Ex. ORA-12, p. 12, footnote 34: $320 million * 15% = $48 million in 2015 (estimate includes return, taxes, 
depreciation and operation and maintenance fees). 

428 D.12-11-051, Section 5.8.2.2., pp. 194-195. 

429 Ex. ORA-12, p. 12 citing SCE response to DRA-049-MKB, Q.1, after normalization. 
430 Ex. ORA-12, p. 12 citing SCE response to DRA-029-MKB, Q.1. 
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safety significance and to meet the strength requirements of [General Order] GO 95.”431 SCE’s 

aged pole replacement program does not meet either of these requirements.   

In SCE’s last GRC decision, the Commission also directed the utility to initiate an 

assessment of pole loads in its territory.432  The results of this assessment were to be provided to 

the Director of Consumer Protection and Safety Division (currently known as the Safety and 

Enforcement Division, or SED), no later than July 31, 2013. SED was to use the assessment 

results to make recommendations to the Commission about what steps, if any, are necessary to 

assure that SCE’s poles are not overloaded going forward.433  In this GRC, SCE is proposing a 

Pole Loading Program, which is discussed in Ex. SCE-03, Vol. 6, Part 2.  SCE claims that it 

needs to increase its pole replacements to enable it to build up the capacity to replace poles in its 

Pole Loading Program, which has not begun yet and will not be authorized until after this GRC 

decision is issued. 

SCE, without authorization, started its Distribution Pole Replacement – Aged Program 

in 2013.  This Commission has not had the opportunity to review or evaluate the merits, or lack 

thereof, of this program or SCE’s Pole Loading Program.   

SCE used data on poles installed from 1951 through 1960 to develop the workpapers 

shown on pages 93 and 94 of SCE-03, Vol. 6, Part 1, which supports its Distribution Pole 

Replacement – Aged program.434  This means that SCE’s analysis assumes that aging poles in its 

study are over 70 years old, even though the oldest of these poles will not turn 70 until 2021.435  

In spite of SCE’s claim, none of these poles have an 88% failure rate because the oldest of the 

poles included in the studies was 61 years.436 

Moreover, SCE’s asserted 88% failure rate starkly contrasts with the aged pole data SCE 

is required to produce by GO 165.  Using SCE’s actual GO 165 intrusive analysis data, between 

                                              
431 D.12-11-051, Section 5.8.2.2., p. 194, emphasis added. 
432 D.12-11-051, Section 5.8.1.1., p. 181. 

433 D.12-11-051, Section 5.8.1.1., p. 182. 

434 Ex. ORA-12, p. 13 citing SCE response to DRA-236-MKB, Q. 4. 

435 2014 minus 1951 equals 63 years old. 
436 Ex. ORA-12, p. 14, footnote 43:  SCE response to DRA-236-MKB, Q.5.  SCE indicated that their model 
estimated an 88% failure rate for poles between the age of 70 and 80.  In addition, their presentation indicated that it 
was for wood poles year end 2012.  Since the oldest poles in the study were poles installed in 1951, and the 
presentation indicated year end 2012, the oldest pole was only 61 years in service. 
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2009 and 2012, SCE performed intrusive inspections on 15,022 poles 70 years and older.  Only 

2,130, or 14.2%, of these poles failed the intrusive inspections.437 

ORA opposes replacing aged poles that have no supportable engineering data that shows 

anything wrong with them:   

 An engineering study was not performed prior to SCE’s management 
authorizing this program.438 

 This program was not authorized by any regulatory agency or law.439   

 The replacement of aged poles is not based on the applicability of GO 165 
intrusive analysis.440 

 SCE does not perform Pole Loading Studies on these aged poles before 
replacing them in this program.441 

 The study performed by SCE did not include any poles installed over 70 years 
ago.442 

SCE claims 70 year old poles have a higher risk of failure, but it does not treat these 

poles differently from its low-risk poles.443  SCE claims that poles installed less than 40 years 

ago have less than a 1% chance of failure.444  SCE also claims that poles installed over 70 years 

ago have a 12% chance to make it to 80 years.445  Yet with regards to GO 165, SCE does not 

treat poles installed 70 years ago differently than poles installed less than 40 years ago. 

Pursuant to the Commission’s GO 165, inspection standards set in 1997, intrusive 

inspections must occur every 10 years for poles 15 years old or older, and every 20 years for all 

poles previously inspected.446  In its last GRC, SCE was authorized funding to perform intrusive 

inspections on every pole every 10 years.  D.12-11-051 reached no conclusion about how risky 

                                              
437 Ex. ORA-12, p. 15 citing SCE response to DRA-236-MKB, Q.7. 

438 Ex. ORA-12, p. 14 citing SCE response to DRA-060-MKB, Q. 2.f. 

439 Ex. ORA-12, p. 14 citing SCE response to DRA-060-MKB, Q. 2.g. 

440 Ex. ORA-12, p. 14 citing SCE response to DRA-116-MKB, Q. 2. 

441 Ex. ORA-12, p. 14 citing SCE response to DRA-116-MKB, Q. 1. 

442 EX. ORA-12, p. 14 citing SCE response to DRA-236-MKB, Q.4.  The oldest poles in the study were poles 
installed in 1951, and the presentation indicated year end 2012, therefore, the oldest pole in the study could only 
have 61 years in service. 

443  Ex. ORA-12, p. 14 citing SCE response to DRA-116-MKB, Q.5.   
444 Ex. ORA-12, p. 15 citing SCE response to DRA-236-MKB, Q.5.   
445 Ex. ORA-12, p. 15 citing SCE response to DRA-236-MKB, Q.5.   
446 See D.12-11-051, pp. 178-179. 
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some of SCE’s poles might be based on years in service.  Poles that are 20 years old are treated 

the same as poles that were placed in service prior to 1920.  If SCE is now concerned with poles 

that have a “higher risk of failure,” it should have different treatment in its load study program 

and GO 165 intrusive inspection program.  Instead, SCE treats its poles (whether high-risk or 

low-risk) the same. 

Poles (including poles that have been in service over 70 years) that fail current pole 

loading studies or fail GO 165 intrusive analyses are replaced in ORA’s current distribution and 

transmission pole replacement numbers.  The aged poles that SCE is requesting to replace in this 

proceeding have not been shown to be defective.  SCE has records of pole vintages back to 1920 

and some of these poles pass GO 165 intrusive inspections.447 

SCE has not had prior authorization to replace these aged distribution poles, and is 

seeking after-the-fact authorization from this Commission to have ratepayers pay a return to SCE 

for replacing these sound distribution poles. 

Because this new pole loading program is not supported by engineering data and was 

never reviewed or authorized by the Commission, ORA recommends that SCE not be allowed to 

earn a return on any asset costs associated with SCE aged distribution pole replacement program 

for rate setting purposes past 2013 until this program is authorized. 

Sub-Transmission Pole Replacement 

SCE used the 2012 recorded cost and estimated Sub-Transmission pole replacements in 

calculating its 2013-2017 sub-transmission pole replacements.448  ORA recommends 667 

replacements in 2013, 2014 and 2015. 

The historical replacements during the three years of 2009-2011 are stable.  SCE’s 

proposed sub-transmission pole replacements do not reflect the historical replacements used 

during this period. 

ORA’s estimate uses the average number of Sub-Transmission poles replaced during 

these years (2009-2011), and the average cost of replacement during this timeframe, escalated 

for inflation. 

Joint Pole Credits 

                                              
447 Ex. ORA-12, p. SCE response to DRA-116-MKB, Q. 5. 

448 Ex. SCE-3, Vol. 6, Pt. 1, p. 41, lines 8-11. 
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SCE based its forecast on the number of poles that it requested the Commission allow to 

be replaced.449  SCE corrected the recorded credits which changed the five-year average credit 

per pole from $800 to $844.450  ORA used this corrected credit value in calculating its Joint Pole 

Credits during the forecast period.  ORA adjusted SCE’s forecast to include the poles 

recommended by ORA. 

SCE’s May 2014 year to date capitalized expenditures annualized for Joint Pole Credits 

is less than ORA’s 2014 forecast by $1.6 million.451  ORA recommends ($21.453) million in 

2013, ($15.210) million in 2014 and ($15.552) million in 2015.452 

Underground Structure Replacements 

SCE constructs underground concrete vaults to house energized equipment including 

switches, transformers, and cable splices which may run under streets and other surface 

structures.  Like vaults, manholes are smaller underground concrete structures and typically 

contain no equipment, only spliced cable.453  In 2010, SCE began inspecting underground 

structures that lack equipment.  By the end of 2012, SCE had inspected nearly 16,000 vaults and 

manholes.  This has led to an increase in the number of underground structures identified for 

repair and/or replacement.454   

ORA’s analysts observed a vault being replaced in Irvine on March 10, 2014, and 

requested information on the replacement from SCE.  ORA was not allowed to view the inside of 

the vault to observe the damage, but requested the engineering report that required replacement 

of this vault.  The engineering report recommended repair, not replacement.455 

SCE began its underground inspections in 2010.  SCE has 25,308 underground vaults.456  

SCE’s workpapers indicate that during 2012, SCE completed 9,808 vault inspections.457  This 

leaves 15,500 vaults for SCE to inspect between 2013 and 2017.  Yet, in its workpapers, SCE is 

                                              
449 Ex. ORA-12, p. 17, citing SCE response to DRA-029-MKB, Q.2, Attachment. 

450 Ex. ORA-12, p. 17, citing SCE response to DRA-089-MKB, Q.1 Supplemental, Attachment. 

451 Ex. ORA-12, p. 17, citing SCE response to DRA-324-MKB, Q.1 less ORA’s 2014 forecast. 
452 Ex. ORA-12, p. 7, Table 12-4. 
453 Ex. SCE-3, Vol.  6, Pt. 1, p. 27, lines 2-5. 
454 Ex. SCE-3, Vol. 6, Pt. 1, pp. 27 and 28, lines 8-2. 
455 Ex. ORA-12, p. 18, SCE response to DRA-239-MKB, Q.2, Attachment p. 2. 

456 Ex. ORA-12, p. 18, SCE response to DRA-239-MKB, Q.7.a. 

457 Ex. SCE-3, Vol. 6, Pt. 1, workpapers p. 76. 
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calculating its vaults to be replaced based on inspections at 35,637 vaults458 in addition to the 

vaults it had already inspected in 2012.  SCE is basing its vault replacements on vaults it had 

previously inspected.  Vaults that had previously had inspections within the last couple of years 

do not need new inspections immediately after they were performed and should not need 

replacement after such a short period.   

The same is true with SCE’s manhole replacement program.  SCE has 12,229 

manholes.459  SCE’s workpapers indicated that during 2012, SCE completed 10,063 manhole 

inspections.460  This leaves only 2,166 manholes to have inspections, but SCE’s requested 

manhole replacements are based on inspections of 13,780 manholes between 2013 and 2017.461 

SCE based its cost estimates on the historical cost of the minimal number of replacements 

it performed in 2012.462  When these programs are expanded as SCE has requested in 2013-2017, 

costs almost always come down drastically due to economies of scale. 

SCE forecast 2013 capital expenditures of $52.2 million for its underground replacement 

structure program; however, SCE spent only $43.2 million.  ORA recommends the Commission 

allow SCE capital expenditures equal to the actual 2013 vault replacement program capital 

expenditures, adjusted for inflation.463 

Distribution and Maintenance -- Expenses 

SCE forecasts $189.527 million for its Distribution Maintenance expenses.464  SCE’s 

Distribution Maintenance organization performs repairs, planned and unplanned inspections and 

maintenance on its electrical equipment and structures that make up its distribution grid 

system.465  The corresponding ORA estimate for SCE’s Distribution Maintenance expenses is 

$172.941 million, which is $16.586 million less than SCE’s forecast.  SCE’s forecast of 

$189.527 million is an increase of 12.20% over its 2012 recorded expenses of $168.806 million.  

                                              
458 Ex. SCE-3, Vol. 6, Pt. 1, p. 29, Table II-13. 
459 Ex. ORA-12, p. 19, SCE response to DRA-239-MKB, Q.7.a. 

460 Ex. SCE-3, Vol. 6, Pt. 1, workpapers, p. 76. 
461 Ex. SCE-3, Vol.  6, Pt. 1, p. 30, Table II-14. 
462 Ex. ORA-12, p. 19, SCE response to DRA-084-MKB, Q.2.c. 

463 Ex. ORA-12, p. 19. 
464 Ex. SCE-3, Vol. 6, Pt. 1, p. 4. 
465 Ex. SCE-3, Vol. 6, Pt. 1, p. 1. 
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The average for the five year period (2008-2012) is $153.260 million.  The highest recorded 

expenses for the five year period were recorded in 2012.   

Inspection of Distribution Overhead and Underground Lines and Equipment 
(FERC Account 583.120) 

 ORA utilized SCE’s 2012 recorded expenses and SCE’s 2015 forecasts as a basis for its 

forecast of $19.218 million for SCE’s Sub-Account 583.120.  ORA’s estimate is $4.009 million 

less than SCE’s forecast and is $1.871 million more than SCE’s 2012 recorded expenses.  SCE’s 

expenses for the seven line items recorded in Sub-Account 583.120 increased by $5.292 million 

between 2008 and 2009 from $12.137 million in 2008 to $17.429 million in 2009.  ORA takes 

issue with SCE’s line item for Overhead Detail Inspections of $7.750 million and Distribution 

Intrusive Pole Inspections of $7.0 million. 

SCE’s request for an increase of $2.511 million or 47.93% over 2012 recorded adjusted 

expenses is not justified.  SCE’s recorded adjusted expenses for this line item fluctuated between 

2008 and 2010 and then increased by $1.376 million between 2010 and 2012, from $3.863 

million in 2010 to $5.239 million in 2012.466  The five year average (2008-2012) is $4.175 

million and the three year average (2010-2012) is $4.394 million.  The highest recorded expense 

level for the five year period was in 2012. 

SCE states “[d]ifficult to access poles often involve making contact with the property 

owners and require inspectors to make multiple trips in order to complete the inspections.”467  

Based on SCE’s statement above, SCE has required its inspectors to make contact with property 

owners in the past in order to gain access to poles to perform inspections.  ORA understands 

SCE’s TY proposal for its “program enhancement” to mean that SCE plans to do more of what it 

has already been doing.   

SCE’s testimony does not include any discussion or specific historical detail for 2008-

2012 on the number of recorded problems and the costs associated with gaining access to 

backyards (including the number/costs for multiple trips) compared to the total completed 

inspections and cost for inspections without problems.  Not all SCE customers have poles 

                                              
466 Ex. ORA-9, p. 13, footnote 22: The increase in SCE’s recorded expenses between 2011 and 2012 was due in part 
to SCE’s change in its “work methods and accounting practices”.  SCE’s 2012 expenses also include its first full 
year of expenses for “performing inspections in remote areas by helicopter” (Ex. SCE-3, Vol. 6, Pt. 1, p. 11).  SCE 
does not separately record and track expenses related to inspections performed via helicopter so ORA could not 
analyze or verify the costs incurred in 2012 (SCE’s response to DRA-064-TLG, Q.7c.)  
467 Ex. SCE-3, Vol. 6, Pt. 1, p. 12. 
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located in their backyards that require SCE “to make multiple trips in order to complete the 

inspections” due to the property owner refusing access or creating other problems associated 

with the pole.  

SCE has received sufficient authorized funding during 2008-2012 and has embedded 

historical costs from completed projects for the same or similar on-going and routine work that 

can be reallocated and utilized to address SCE’s proposed activities in the Test Year.  ORA’s 

estimate of $5.239 million, utilizing SCE 2012 expense levels, is the highest recorded figure for 

the five year period (2008-2012).  The Commission should adopt $5.239 million as a reasonable 

Test Year estimate. 

ORA forecasts $5.502 million utilizing a four year average (2009-2012) as a basis for its 

estimates for SCE’s line item Distribution Intrusive Pole Inspections recorded to Sub-Account 

583.120.  SCE states “In 2012, O&M was constrained due to uncertainty related to the delayed 

2012 GRC decision, and inspections fell to approximately 74,000 poles.”468  In 2009 SCE began 

transitioning to a ten-year inspection cycle and performing inspections on a grid basis, which 

requires that approximately 130,000 poles be inspected469 every year.470  SCE calculated its 

forecast by multiplying its forecast unit rate by the forecast units.471   

SCE’s request for an increase of $3.855 million or 122.58% over 2012 recorded adjusted 

expenses is not justified.  SCE’s recorded adjusted expenses for this line item declined each year 

between 2009 and 2012, from $7.705 million in 2009 to $3.145 million in 2012.  In D.12-11-

                                              
468 Ex. SCE-3, Vol. 6, Pt. 1, p. 39.  SCE’s intrusive inspections for 2010-2012 shown in Table II-21 on p. 40 of its 
testimony do not include recorded corrections in the total.  SCE response to DRA-064-TLG, Q.17c.  SCE did not 
provide the embedded historical costs incurred for record corrections because SCE does not track the cost incurred 
for record corrections separately (SCE’s response to DRA-064-TLG, Q.17b).  A recorded correction happens when 
an SCE inspector goes to the location to complete a wood pole intrusive inspection and finds that 1) there is no 
longer a pole at that location, 2) the pole has already been inspected, and 3) the pole has been recently replaced 
(SCE’s response in its 2012 GRC to DRA-SCE-065-TLG, Q.5d).      
469 Ex. ORA-9, p. 14, footnote 25: In 2009, SCE performed 151,998 intrusive pole inspections (this number included 
recorded corrections), in 2010, SCE inspected 140,755 poles, in 2011, SCE inspected 99,019 poles (SCE diverted 
funding to “emergent issues”), and in 2012 SCE inspected 74,075 poles (Ex. SCE-3, Vol. 6, Pt. 1, pp. 39-40).  In 
2011 SCE had 2,133 record corrections, in 2012 SCE had 2,303 record corrections and in 2013 SCE had 2,220 
record corrections.  SCE did not track the costs of the record corrections (SCE’s response to ORA data request 
DRA-064-TLG, Q.17b).  
470 Ex. SCE-3, Vol. 6, Pt. 1, p. 38. 
471 Ex. SCE-3, Vol. 6, Pt. 1, p. 39. 
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051, SCE was authorized $4.780 million (or $6.286 million including allocated costs472) for this 

line item.473  ORA requested additional information on SCE’s forecast. 

ORA asked:474 

Provide the documentation that explains in detail and demonstrates specifically all 
projects and associated accounts where SCE recorded the rest of its 2012 GRC 
authorized amount based on its 2012 authorized amount and its 2012 recorded 
expense shown in Table II-21 on page 40.  

 

SCE’s response: 

SCE does not track authorized expenses in the manner requested by the question.      
 

ORA asked:475 

Provide the documentation that explains in detail and demonstrates specifically what 
were the “emergent issues”, specific projects, associated costs and accounts related to 
the “diverted” O&M funding that caused SCE to only inspect 99,000 poles in 2011. 

 

SCE’s response: 

 See the response to DRA-064-TLG Question 17-d. 

ORA asked:476 

SCE states on page 39 that “In 2011, SCE inspected 99,000 poles. Lower than a long-
term run rate as O&M was constrained and had to be diverted to other emergent 
issues”.  Provide the documentation that explains in detail specifically what SCE 
means by “O&M was constrained”. 

 
SCE’s response: 
 

Similar to the discussion in the response to DEF-LLK-032 Question C1 on 
prioritization and Mr. Litzinger’s discussion on utility spending flexibility in SCE-01, 
Volume 1, Page 17, SCE management has to make prudent management decisions 

                                              
472 DRA-Verbal-004.  In SCE’s response to DRA-Verbal-004, Q.1, SCE provided a spreadsheet showing its 2012 
GRC authorized amount for each Sub-Account/line item included in its 2012 GRC, 2012 GRC authorized amounts 
including allocated costs, and its corresponding Sub-Accounts being utilized for its 2015 GRC.  ORA requested this 
information due to the fact that SCE reorganized, combined and/or eliminated Sub-Accounts it utilized in its 2012 
GRC which caused some confusion when ORA attempted to track, trace, and compare recorded expenses, 2012 
GRC authorized amounts, and ongoing projects and programs against SCE’s 2015 GRC filing.      
473 D.12-11-051, p. 182. 
474 Ex. ORA-9, p. 30 citing DRA-064-TLG, Q.17a. 
475 Ex. ORA-9, p. 15 citing DRA-064-TLG, Q.17-e. 
476 Ex. ORA-9, p. 16, citing DRA-064-TLG, Q.17-d. 
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based on the situation at the time monies are being expended regardless of previous 
forecasts or authorized funding, though the latter is an important consideration before 
shifting priorities.  Also see the response to DRA-064-TLG Question 17f. 
 

 SCE’s responses are insufficient to justify its forecast.   SCE’s TY forecast of $7.0 

million ($21.0 million over three years) is more than is necessary to address its intrusive wood 

pole inspection activities.  SCE made similar arguments in its TY 2009 and TY 2012 GRCs 

regarding requiring incremental funding to address grid-based inspections and ten-year 

inspection cycles and in both GRCs, SCE’s estimates were overstated and it spent less than 

authorized.477  SCE’s 2012 recorded expenses of $3.145 million are $1.635 million less than its 

2012 authorized amount of $4.780 million.  ORA’s TY estimate of $5.502 million for this line 

item is a reasonable TY estimate for SCE to address its inspections of 130,000 poles.  ORA’s 

estimate is $2.357 million more than SCE’s 2012 recorded expenses.  SCE should also have 

embedded funding that can be reallocated478 back to this account.479  SCE had 2013 and has 2014 

to catch up on its inspections before the Test Year.480  However, as demonstrated in hearings, not 

only did SCE spend less than authorized in its 2012 GRC, but in attempting to obtain money 

from its ratepayers, SCE misstated and mischaracterized its recorded data for intrusive pole 

inspections, thus misleading both the Commission and ORA.   

 In SCE’s direct and rebuttal testimony, SCE sets forth its recorded data for intrusive pole 

inspections for the years 2008 through 2012.  SCE also includes a forecast for this activity for the 

years 2103 through 2015.  However, through cross-examination it became evident that SCE had 

not in fact intrusively inspected all the poles as otherwise indicated in its direct and rebuttal 

testimony.      

                                              
477 D.09.03-025, pp. 83 and 84 and D.12-11-051, p. 182. 
478 Ex. ORA-9, p. 17, footnote 33: More accurate recording and documentation by SCE on when actual wood pole 
intrusive inspections were performed and the exact location, when wood poles were removed, and when wood poles 
were replaced would reduce the unnecessary expense associated with corrections and contractor costs recorded to 
Sub-Account 583.120.  SCE does not track the cost incurred for record corrections (SCE’s response to DRA-064-
TLG, Q.17-b). 
479 SCE’s TDBU was authorized $626 million in its 2012 GRC and shows 2012 recorded expenses of $570 million, 
which is $56 million less than authorized. 
480 SCE states “In order to remain on the ten-year grid cycle, SCE plans to inspect approximately 219,000 poles in 
2013, 125,000 poles in 2014, and 149,000 poles in 2015.” (Ex. SCE-3, Vol. 6, Pt. 1, p. 39).    
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 As delineated in the table below, the recorded data set forth in SCE’s direct and rebuttal 

testimony does not match the recorded data set forth in SCE’s G.O. 165 reports.  It appears that 

SCE has included “visual inspections” in the total number of intrusively inspected poles in order 

to make it seem that SCE has intrusively inspected more poles than it actually has.481    

 

 2008 2009 2010 2011 2012 2013 2014 

Inspections 
per SCE 
testimony482 

31,837 151,998 140,755 99,019 74,075 219,885* 125,385* 

Actual 
Intrusive 
Inspections 
(A.I.I.) per 
SCE G.O. 
165 
Reports483 

29,012** 151,471** 121,719 81,608 59,690 144,449***  

% difference 9%  

fewer A.I.I. 

0.4% 
fewer 
A.I.I. 

15% 
fewer 
A.I.I. 

18% 
fewer 
A.I.I. 

19%  

fewer 
A.I.I. 

34%  

fewer 

A.I.I. 

 

*forecast numbers 
**includes record corrections (thus even fewer poles were intrusively inspected) 
***actual intrusive inspections 

 

Pursuant to G.O. 165, by July 1 each year, SCE must submit an annual report for the 

previous year under penalty of perjury.  The report shall list four categories of inspections, 

including “Wood Pole Intrusive inspections”.  G.O. 165 defines an Intrusive inspection as one 

“involving movement of soil, taking samples for analysis, and/or using more sophisticated 

diagnostic tools beyond visual inspections or instrument reading.” (Emphasis added).  G.O. 165 

requires intrusive inspections of poles that are 15 years or older.  For poles that are 15 years or 

older that have not undergone an intrusive inspection, the maximum inspection cycle interval is 

ten years. 

                                              
481 Note, in the G.O.165 reports for the years 2008 and 2009, while SCE included record corrections in the total for 
these years, SCE did not include “visual inspections” in the total for intrusive pole inspections for these years. 
482 Ex. SCE-3, Vol. 6, Part 1, p. 40, Table II-2. 
483 Ex. ORA-54. 
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The numbers for 2013 provide an illustrative example of why it is imperative SCE 

provide the Commission and ORA with accurate and not misleading data.  As shown above, SCE 

forecast that it would intrusively inspect 219,885 poles in 2013.  In response to a data request by 

ORA, SCE stated that as of November 30, 2013, SCE had intrusively inspected 200,850 poles.484 

Based on the recorded data for the historical period (2008 through 2012) and on the recorded 

data provided in SCE’s response to ORA’s data request, ORA promulgated its recommendation 

to the Commission.  ORA did not know that SCE was including visual inspection counts as part 

of the total number of poles intrusively inspected.  While SCE mentions in its direct testimony 

the types of inspections it does485, including that it may486 complete visual inspections of poles 

younger than 15 years old, in this instance SCE is seeking money to complete intrusive wood 

pole inspections as required by G.O. 165. 

Q: If you can go to lines 28 through 29, you state that Edison's pole 
inspection program was established to comply with General Order 165 
requirements that SCE intrusively inspect all poles at least years of age, 
correct? 

A: Yes. 

Q: And thereafter, intrusively reinspect them at least once within the next 
20 years, correct? 

A: Yes. 

Q: And that's the funding that SCE is seeking for the activities within 
Account 583.120, those are for intrusive pole inspections, correct? 

A: For the intrusive pole inspection program, yes.487 

 

In addition, as mentioned above, the Commission in D.12-11-051 authorized SCE to 

collect in rates $4.780 million to complete the number of intrusive pole inspections SCE stated it 

needed to complete.  While the Commission disagreed with ORA’s recommendation, the 

Commission reduced SCE’s request because 

SCE’s evidence also did not clearly demonstrate that its projected increase 
in the annual number of intrusive inspections is realistic. Although SCE 
claims it performed well over  

                                              
484 15 RT 1417, Trainor/SCE. 
485 Ex SCE-3, Vol 6, Pt. 1, p 37:15-19 and 38:1-4. 
486 Id. at p. 38:2. 
487 15 RT 1392-1393, Trainor/SCE. 
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130,000 intrusive inspections in 2009 and 2010, these figures do not all 
represent intrusive inspections. For example, in 2009 the total includes 
“record corrections” and in 2010 the total is a combination of visual and 
intrusive inspections. SCE reported that it actually intrusively inspected 
only 86.4% of the total 140,755 inspections it reported in 2010.488 
 

 The Commission went on to authorize SCE to spend $0.753 million on a pole loading 

study, but being cognizant of the safety implications of actually completing intrusive pole 

inspections, the Commission emphasized that: 

Any unspent funds must be used for intrusive pole inspections unless the 
Commission is notified to the contrary by a Tier 2 Advice Letter.489 

Consequently, based on the requirements of G.O. 165 and the Commission’s reasoning in 

 D.12-11-051 (and confirmed by SCE on cross-examination that it was indeed seeking 

ratepayer funding for intrusively inspecting its poles) ORA assumed that it was basing its 

analysis of SCE’s request for funding of its intrusive pole inspection program on recorded data 

that reflected the actual number of poles intrusively inspected and not on a number inflated by 

visual inspections.  Furthermore, SCE had an opportunity to update the 2013 numbers it had 

provided ORA in November 2013, but failed to do so. 

In its rebuttal testimony SCE stated in response to a TURN data request that it had 

actually intrusively inspected 170,613 poles.  SCE included the following footnote, “SCE 

attempted 200,850 inspections in 2013, the count provided in response to DRA-064-TLG, Q. 

17.g.”490 There are three issues of concern for ORA: (1) SCE’s failure to update data requested 

by ORA; (2) the data provided to TURN are still inaccurate as the numbers are inflated491; and 

(3) SCE used the word “attempted” in its rebuttal, but never used the word in its data response to 

ORA.492 

                                              
488 D.12-11-051, p. 180. 
489 Id at 181-182. 
490 Ex. SCE-19, Vol 6, Pt. 1, p. 32. (Emphasis added). 
491 Ex. ORA-54 (2013).  SCE actually intrusively inspected 144,449 poles.  SCE did not intrusively inspect 170,613 
poles and at no point in its testimony did SCE make clear that the recorded data it provided contained visual as well 
as intrusive inspections.  It is important to remember that SCE is seeking funding to comply with G.O. 165’s 
intrusive pole inspection requirements.  G.O. 165 does not require intrusive inspections of poles younger than 15 
years, and SCE has admitted that it may inspect poles in the grid that are younger than 15 years old.  See, Ex. SCE-
3, Vol 6, Pt. 1, p. 38.  Thus, there is no evidence that SCE even visually inspects poles 15 years or older. 
492 15 RT 1418, Trainor/SCE.  Not to mention that SCE cannot explain how it provided recorded data to ORA in 
November 2013, but in response to TURN at some later point the very same recorded data had shrunk by some 
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 ORA depends on the veracity of SCE’s data in order to provide an informed 

recommendation to the Commission.  If the data cannot be relied upon, the Commission cannot 

make certain, as required by Public Utilities Code § 451, that SCE’s rates are just and 

reasonable.  Based on the above, ORA has demonstrated that SCE has filed misleading data as 

part of its 2015 rate case and that SCE has failed to comply with D.12-11-051493.  Consequently, 

an Order to Show Cause should be issued requiring SCE to demonstrate why it should not be 

sanctioned and penalized pursuant to Public Utilities Code §§ 2107, et seq., for failing to comply 

with (1) D.12-11-051, and (2) Rule 1.1 of the Commission’s Rules of Practice and Procedure.494 

Planned Maintenance of Distribution Overhead and Underground Lines and 
Equipment, Vegetation Management, and Apparatus Inspection and Maintenance 
(FERC Account 593.120) 

SCE’s expenses for the eight line items recorded in Sub-Account 593.120 increased by 

$25.412 million between 2008 and 2010 and then remained relatively stable between 2010 and 

2012, with an average for the three year period (2010-2012) of $123.710 million.  The five year 

average (2008-2012) is $116.435 million.  The highest recorded expenses for this account were 

in 2012.  ORA analyzed the recorded adjusted expenses and the forecast estimates for each 

individual line item to calculate its TY estimates for Sub-Account 593.120.  ORA takes issue 

with SCE’s forecasts for Underground Structure Repair and Shoring of $16.633 million and 

Conductor Splice Program of $4.360 million. 

                                                                                                                                                  
30,000 poles.  “At this time, I don’t know how to answer that discrepancy.”  See id at 1419. 
493 The Commission required SCE to spend funds awarded for intrusive pole inspections on intrusive pole 
inspections.  SCE did not do so.  SCE admits that it diverted funds away from the intrusive inspection program due 
to emergent issues, but when challenged to describe these emergent issues, SCE could not.  (See  15 RT 
Trainor/SCE 1397).  As important and of as great a concern, when asked how much money was diverted and 
whether it was tracked, SCE did not know. (Id at 1397-1398).  If SCE is going to divert funds from programs for 
which the Commission authorized funding, SCE must be required to track where the funds were diverted to; i.e., to 
which programs, projects, etc., the money was spent on.  Without doing so, it is not clear how this Commission can 
make certain that it complies with P.U. Code § 451.  (SCE can clearly track money when it wants to, see, id. at 
1397-1398). 
494 In response to the oral Rule 1.1 motion made by ORA, SCE offered to do a homework assignment where SCE 
would reconcile the numbers contained in its testimony versus the numbers contained in its G.O. 165 reports.  
However, instead of reconciling the two different set of numbers for poles intrusively inspected, SCE compounded 
matters when it proffered exhibit SCE-39.  SCE again provided misleading information.  While the cover page of 
SCE-39 reads “Intrusive Pole Inspection Quantities”, Table 1 therein makes no mention of intrusive inspections and 
this is because the numbers set forth in Table 1 do not only include the numbers of poles intrusively inspected by 
SCE; the numbers include poles that were only visually inspected as well.  This fact is important in determining how 
much to sanction SCE as such is evidence of a continued violation of Rule 1.1. 
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SCE’s request for incremental funding of $9.670 million is 138.8% over 2012 recorded 

expenses and lacks sufficient justification for this substantial increase.  SCE provided only 

abbreviated spreadsheets in its testimony and workpapers showing lump sum numbers without 

verifiable documentation to substantiate the calculations (i.e., historical recorded maintenance 

costs for 2008-2012 for the same or similar projects for comparison, the basis of line item 

estimates and the breakdown of the line item estimates included in the lump sum totals). 

SCE states it “has underground structures with no equipment that were not included in 

SCE’s historical G.O. 165 distribution inspection and maintenance program…Going forward, all 

underground structures are included in SCE’s routine inspection programs, irrespective of 

whether they contain equipment or not.”495  SCE states further that “In 2010, SCE began 

inspecting underground structures without equipment.”496  SCE does not show any recorded 

costs for 2008-2010 for Field Investigations recorded in Account 583.120 or for Underground 

Structures Repairs and Shoring recorded in Account 593.120.  SCE’s testimony does not identify 

where the expenses incurred for inspections were recorded for 2010 since that is when SCE 

“began inspecting underground structures without equipment.”  ORA requested additional 

information on SCE’s forecast. 

ORA asked:497 

Provide the documentation that demonstrates the total number and cost 
incurred of SCE inspected vaults and manholes with and without 
equipment for 2008-2013 and the specific account where SCE recorded 
the expenses.     
 

SCE’s response: 

SCE does not record the costs associated with inspection or repairing 
vaults containing equipment separately from the cost associated with 
vaults not containing equipment. 
SCE’s response is insufficient to justify its forecast and the increase above the 2012 

recorded figure.  ORA’s estimate of $6.963 million for SCE’s line item Underground Structure 

Repairs and Shoring included in Account 593.120 for the Test Year is reasonable, especially 

considering SCE’s limited support and lack of historical data for comparison.  In its next GRC, 

                                              
495 Ex. SCE-3, Vol. 6, Pt. 1, pp. 27-28. 
496 Ex. SCE-3, Vol. 6, Pt. 1, p. 27. 
497 Ex. ORA-9, p. 21 citing DRA-064-TLG, Q.14-d. 
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SCE should provide more reliable and verifiable detail on the status of its underground 

structures, repairs, replacements, and recorded costs included in its Underground Structure 

Rehabilitation program. 

ORA normalized SCE’s forecast of $4.360 million over three years and calculated $1.453 

million as its TY estimate for SCE’s line item Overhead Conductor Splice Program recorded to 

Sub-Account 593.120.  SCE’s forecast includes incremental funding associated with inspections, 

assessments, and remediation included in its overhead conductor program that is supposed to 

“evaluate the entire overhead distribution system over the next seven years.”498  SCE’s 2015 

forecast of $4.360 million is based on the average of forecast expenses for 2015-2017.499 

SCE’s support for its forecast is lacking and there is no historical data for comparison.  

ORA normalized SCE’s forecast.  SCE does not show any recorded costs for 2008-2012.  It is 

not clear from SCE’s testimony if it has ever incurred historical costs for the on-going and 

routine maintenance of its conductors, connectors, and splices.  SCE does not identify in its 

testimony where these costs are recorded.  There was a pilot project in September of 2012, but 

SCE does not show any recorded costs for the pilot project for 2012.500  SCE provided a brief, 

one page spreadsheet in its testimony and its workpapers showing lump sum numbers without 

any verifiable documentation to substantial the calculations (i.e., historical recorded maintenance 

costs for 2008-2012 for the same or similar projects for comparison, the basis for line item 

estimates and the breakdown of the calculation of the line item estimates included in the lump 

sum totals).  ORA requested additional information on SCE’s forecast. 

ORA asked:501 

Provide the documentation that demonstrates the number of inspections 
and repairs performed on splices, connectors, and conductor spans to 
reduce potential incidents of downed wires on SCE’s distribution system 
for 2008-2013 along with the associated costs and specific accounts were 
the expenses were recorded. 

 

SCE’s response: 

                                              
498 Ex. SCE-3, Vol. 6, Pt. 1, p. 35. 
499 Ex. SCE-3, Vol. 6, Pt. 1, p. 36. 
500 Ex. ORA-9, p. 22, citing DRA-064-TLG, Q.16-c. 
501 Ex. ORA-9, p. 22, citing DRA-064-TLG, Q.16-a.  
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As explained in the testimony, beginning in the fourth quarter of 2013, 
SCE is initiating a program (the Overhead Conductor Program) to 
identify, prioritize and remediate conditions on the overhead distribution 
system to reduce potential incidents of downed wires.  Going forward SCE 
will inspect overhead conductor spans associated with approximately 
206,000 poles per year in conjunction with the Pole Loading Program 
described in SCE-03, Vol. 6, Part 2.  SCE does not have historical 
inspections or recorded expenses associated with this new program. 
  

ORA asked:502 

SCE states on page 36 that “it will “inspect overhead conductor spans 
associated with approximately 206,000 poles per year” using a seven year 
assessment cycle.  Provide the documentation  that explains in detail and 
demonstrates the number of inspections performed on overhead conductor 
spans and state specifically the number of poles per year that were 
associated with the inspections for 2008-2013 and the related expenses 
incurred and the accounts where the expenses were recorded.   

 

SCE’s response: 

 Please see the response to question 16-a. 

ORA asked:503 

SCE states on page 36 that “Based on previous assessments, it is estimated that 
approximately 11 percent of conductor spans will include splices and 20 percent will 
contain connectors”.  Provide the documentation that demonstrates the specific 
activity performed, dates and times associated with the “previous assessments” 
performed. 

 

SCE’s response: 

The previous assessments were performed as part of a pilot project in 
September 2012.  A total of 781 spans were assessed as part of the pilot project.  
Please see the attached document for details regarding the results of the pilot 
project assessments. 
 

SCE’s responses do not provide any historical costs (2008-2013) for review and analysis 

to demonstrate that SCE has been performing ongoing and routine inspections, maintenance, and 

repairs on its overhead splices, connectors, and conductor spans associated with poles to reduce 

potential incidents of downed wires on SCE’s distribution system.   ORA’s TY estimate of 

                                              
502 Ex. ORA-9, p. 23 citing DRA-064-TLG, Q.16-b. 
503 Ex. ORA-9, p. 33 citing DRA-064-TLG, Q.16-c. 
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$1.453 million for SCE’s line item Overhead Conductor Splices Program recorded in Account 

593.120 is reasonable considering the limited support SCE provided. 

6.7. Pole Loading 

SCE’s electric and telecommunications facilities are attached to over 1.4 million poles 

that range in age from brand new to nearly 100 years.  The Commission’s General Order (G.O.) 

95 requires that utility poles meet specified design criteria based upon calculated loads resulting 

primarily from wind and the presence of attached equipment.  These criteria are called “safety 

factors,” and the calculation of those factors is referred to as “pole loading.”504 

New to this current GRC, SCE is proposing to begin a system-wide evaluation of its 

transmission and distribution poles, and replace those that do not meet current design standards.  

SCE is calling this new capital area the Pole Loading Program (PLP). 

History 

In October 2007, multiple large wildfires hit the Southern California area.  Three fires in 

San Diego County and one in Los Angeles County were investigated by the Commission as 

power line ignitions.  One of these fires, the Malibu Canyon Fire, resulted from high winds 

causing three poles to fail and fall to the ground.  One or more of the poles involved are alleged 

to have been “overloaded” at the time of the fire, meaning they did not meet the minimum safety 

factor requirements in G.O. 95.  As a result of these fires, the CPUC opened a rulemaking in 

2008 seeking to clarify and strengthen safety rules to prevent power line fire ignitions.505 

On the evening of November 30 – December 1, 2011, a historic windstorm struck the San 

Gabriel Valley in Southern California.  Nearly 250 poles fell as a result of the storm.  Pole 

loading calculations re-created after the storm demonstrated that a number of the poles had safety 

factors below the minimum required by G.O. 95.  The Commission’s Safety and Enforcement 

Division (SED) released a preliminary report that highlighted pole failures, especially overloaded 

poles that failed, as a contributory cause of the lengthy and extensive outages that were 

experienced during the windstorm.506 

As a result of these and other events, the Commission, in SCE’s 2012 GRC decision, 

directed SCE to perform a statistically valid sample of both utility and jointly owned poles to 

                                              
504 Ex. SCE-03, Vol. 6, Part 2, p. 1, lines 1 through 7. 
505 Ex. SCE-03, Vol. 6, Part 2, p. 7, lines 4 through 11. 
506 Ex. SCE-03, Vol. 6, Part 2, p. 7, lines 12 through 18. 
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determine whether the loads meet current standards.507  In addition, SCE was directed to serve 

the results of the study on the service lists of its 2012 GRC proceeding and to provide the pole-

by-pole results to the Director of SED no later than July 31, 2013.508 

Accordingly, SCE designed a study involving a sampling of approximately 5,000 poles 

throughout its service territory.  A third-party contractor was retained to perform the 

assessments, with SCE resources performing quality control on a sample of the contractor data.  

The last 3 lines,  excerpted from page 76 of the workpapers for Exhibit SCE-03, Volume 6, Part 

2, show that, as a result of the study, SCE expects that 19% of its 1,423,101 poles (amounting to 

268,688 poles) will fail to meet current design standards and will need to be replaced.  As will be 

discussed in subsequent sections of this Brief, the results of this study prompted SCE to propose 

the new PLP capital category. 

Overview of SCE’s Request 

SCE is proposing a comprehensive program, the Pole Loading Program (PLP), to address 

the pole failure problems (both transmission and distribution) that have been discussed above.  

The work associated with the PLP begins with performing physical pole loading calculations on 

each of the 1.4+ million poles in SCE’s service territory.  SCE is proposing a 7-year pole loading 

assessment period starting in 2014 and continuing until 2020.  The highest priority poles, 

including those identified in high wind and high fire areas, as well as poles grandfathered under 

previous standards, will be assessed in the first three years to mitigate the highest safety risks.509  

SCE further proposes that the actual replacement of the poles take place over a 12-year period.  

Since pole loading assessments will commence in 2014, and there is a lag between assessments 

and replacements, SCE does not anticipate that many replacements will occur that year.  SCE is 

forecasting 3,000 replacements in 2014, and 25,000 per year thereafter. 

Below, ORA discuss the analyses and recommendations that ORA is making for each of 

the eight capital areas that make up the PLP, as shown on Lines 34 through 41 of Exhibit ORA-

11, Table 11-1.  Of these eight capital areas, ORA is recommending adjustments to seven of 

them in 2014 and / or 2015.510  SCE presents its PLP testimony in Exhibit SCE-03, Volume 6, 

                                              
507 D.12-11-051, Ordering Paragraph 17. 
508 Southern California Edison Pole Loading Study issued July 31, 2013, page 1. 
509 Ex. SCE-03, Vol. 6, Part 2, p. 13, lines 14 through 17. 
510 Recorded 2013 data show that no expenditures were made in 2013, which is what SCE had forecast.  Therefore, 
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Part 2.  Its Rebuttal is presented in Exhibit SCE-19, Vol. 9, Part 2.  All references to SCE’s 

Rebuttal and testimony in the discussions that follow refer to those exhibits. 

Pole Replacements for PLP 

Based on the results of its pole loading study, SCE expects that 19% of its poles will need 

to be replaced.  As shown in SCE’s workpapers, SCE expects that over the 12-year replacement 

period, 268,688 poles will be replaced.  Since the pole loading assessment period does not begin 

until 2014, and since there is a lag between assessing and replacing a pole, SCE expects that only 

3,000 poles will be replaced under the PLP in 2014.  However, beginning in 2015 (after a full 

year of assessments has been completed), SCE is forecasting that 25,000 poles will be replaced 

annually. 

To begin its analysis of the PLP, ORA prepared Table 11-18 on page 76 of Exhibit ORA-

11to examine how SCE’s proposal to replace 25,000 poles per year would impact the total 

number of poles (268,688) that it forecasts will need replacing. 

As shown on that Table 11-18, replacing all 268,688 poles over the 12-year period 

advocated by SCE actually can be accomplished by installing fewer than the 25,000 poles per 

year SCE forecasts.  Assuming that only 3,000 poles are replaced in 2014, the remaining poles 

can all be replaced by installing 24,153 per year, an annual reduction of 847 poles from what 

SCE forecast. 

Since the PLP category was created by SCE after the 2012 GRC was issued, SCE claims 

that PLP costs are incremental to pole replacements driven by other (i.e. non-PLP) programs, 

such as relocations, storms, inspections, etc.511  ORA agrees that, in the last SCE GRC, there was 

no capital category called PLP.  However, ORA does not agree that pole replacements 

undertaken in other capital categories have no impact on the PLP.  Table 11-19, from page 78 of 

Exhibit ORA-11, shows the magnitude of pole replacements that are conducted in the other 

capital categories (shown in Lines 1 through 6), with the total of those non-PLP pole 

replacements shown on Line 7.In response to ORA data request # DRA-103-GAW, Question 8, 

SCE provided recorded pole replacement data for the years 2002 through 2012; this recorded 

information is shown in Columns a through k in Exhibit ORA-11, Table 11-19.  As shown on 

Line 8 of that table, the 11-year average of these non-PLP replacements is 21,443 replacements 

                                                                                                                                                  
ORA made no changes to 2013. 
511 Ex. SCE-3, Vol. 6, Part 2, p. 18, lines 7 and 8. 
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per year.  Lines 9 and 10 also show that two additional programs (Aged Poles and 4kV Cutovers) 

will begin in 2013, each of which will also involve pole replacements.  While SCE suggests that 

the PLP “is incremental” to these non-PLP programs, ORA concluded otherwise. 

As shown in Lines 1 through 6 of Table 11-19, the non-PLP replacement categories are 

diverse in nature and would be expected to be spread throughout SCE’s service territory.  ORA 

could not discern any reason why poles in these replacement categories should be excluded in 

the future from the universe of poles that are also considered for replacement under the PLP.  

Stated another way, ORA would expect that 19% of these poles, if they were not being replaced 

by non-PLP programs, would be replaced under the PLP.  The result of this line of reasoning is 

that the cost for poles forecast to be replaced each year in the PLP should be reduced to reflect 

the fact that some of the 268,688 potential PLP poles are actually being replaced in Lines 1 

through 6 of Exhibit ORA-11, Table 11-19.  To do otherwise would mean that SCE’s ratepayers 

would be financing the replacement of more than the 268,688 poles that SCE expects to find that 

do not meet current design standards – the 268,688 replaced under the PLP plus 19% of all the 

poles replaced in the non-PLP programs over the years 2014 through 2025 (the period of the PLP 

program). 

The last remaining issue is to determine a reasonable forecast for the number of poles 

replaced in the non-PLP programs.  ORA examined the recorded totals could not discern an 

obvious trend.512  ORA therefore elected to use an average of the recorded total, and concluded 

that the average of 21,443 (as shown on Line 8 OF Exhibit ORA-11, Table 11-19) was a 

reasonable forecast for non-PLP replacements in the future.  ORA is aware that several new 

capital program categories are being proposed by SCE that will increase the number of non-PLP 

pole replacements that will occur each year.  (See Lines 9 and 10 on Table 11-19.)  The Aged 

Pole program has the potential to add thousands of additional pole replacements.  However, there 

is no way to predict whether or not the Commission will approve these new projects, and if they 

do, to what extent they will be approved.  Therefore, ORA has taken the conservative position 

that a reasonable forecast for non-PLP pole replacements is simply the average of 21,443 poles 

per year.  Assuming that 19% of those non-PLP replacements would have otherwise been 

replaced under the PLP, it logically follows that the number of PLP replacements should be 

                                              
512 Recorded replacements ranged from a low of 11,585 in 2010 to a high of 34,197 in 2005.  Replacement totals 
steadily increased through 2005, steadily decreased from 2005 through 2010, and increased in 2011 and 2012. 
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reduced by an additional 4,074 poles each year.513  Table 11-20, from page 81 of Exhibit ORA-

11 shows the derivation of PLP capital expenditures. 

SCE Rebuttal 

SCE discusses a number of PLP capital issues beginning on page 12, Section 1 of its 

Rebuttal.  SCE’s first allegation is that ORA did not explain in its testimony why it expects all of 

the 3,000 poles identified through the pole loading assessments in 2014 to be replaced as a result 

of the non-PLP replacements identified in Table 11-19, from 78 of ORA-11. 

ORA believes it is reasonable to expect that embedded in the 21,443 yearly non-PLP 

replacements shown in Exhibit ORA-11, Table 11-19 are a number of poles (19% to be precise) 

that would have otherwise been replaced under the PLP.  Stated another way, ORA has 

concluded that there are two independent streams of PLP replacements occurring simultaneously 

– one stream occurring in the non-PLP replacements, and another stream occurring in the PLP.  

Without adjusting the costs in one of those streams, SCE’s ratepayers will end up paying for 

more than the 268,688 PLP poles that SCE has calculated.  ORA believes it is more 

straightforward to reflect the costs of all of the PLP adjustments on the PLP table (i.e., Exhibit 

ORA-11, Table 11-20), rather than having other ORA witnesses reflect this overlap in non-PLP 

replacement sections.  No matter where the costs for the 4,074 overlapping poles are adjusted, 

the fact remains that there is an overlap of costs between the non-PLP replacements and the PLP 

replacements.  SCE’s customers should not have to pay for that overlap. 

SCE then suggests that ORA miscalculated the size of the cost overlap.  According to 

SCE, non-PLP replacements represent approximately 1.5 percent of its total pole inventory.  SCE 

suggests that it is more appropriate to estimate the size of the cost overlap by multiplying the 

3,000 PLP poles replaced in 2014 by 1.5 percent, which amounts to 45 poles, rather than ORA’s 

estimate of 4,074.  ORA believes that SCE’s analysis is flawed.  The relevant number is not the 

number of PLP replacements (3,000 in 2014), but the number of non-PLP replacements.  For 

example, if SCE had projected that zero PLP replacements would occur in 2014, would it make 

sense to then multiply zero by 1.5% and conclude that there would be no PLP-type replacements 

occurring among the 21,443 non-PLP replacements shown in Exhibit ORA-11, Table 11-19?  

The obvious answer is that it would make no sense to undertake that calculation.  Regardless of 

the number of PLP replacements undertaken in a given year, 19% of the non-PLP replacements 
                                              
513 21,443 non-PLP replacements x 19% = 4,074 poles that do not have to be replaced under the PLP each year. 
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will fall into the category of failing to meet current pole standards (i.e., they fall into the PLP 

replacement classification). 

Taking this type of analysis a step further, SCE next alleges that, using TURN’s 

estimates, there would be an overlap of only 780 poles per year.  Once again, ORA finds this 

analysis flawed.  First, ORA stands behind its original estimate that 21,443 poles will be replaced 

every year during non-PLP replacements.  As discussed earlier in the Brief, and on pages 79 and 

80 of Exhibit ORA-11, ORA has good reasons to expect that its estimate of 21,443 may in fact 

be conservative.  More importantly, it does not make sense to assume that the controlling factor 

determining the level of cost overlap each year is the number of PLP replacements.  Similar to 

the argument discussed in the prior paragraph, it makes no sense to multiply the number of PLP 

replacements by any factor.  (SCE uses 1% in its TURN analysis.)  Regardless of the number of 

PLP replacements, it is the 21,443 non-PLP replacements that will determine the amount of cost 

overlap.  In order to avoid having ratepayers pay for more PLP replacements than necessary, the 

4,074 PLP-type replacements occurring in the non-PLP program should be removed from the 

forecast of capital expenditures, as shown on Line 2 of Table 11-20. 

SCE’s next Rebuttal argument suggests that if a PLP-type pole is replaced during a non-

PLP replacement, another PLP pole replacement would move forward in the replacement queue.  

(Note that this is similar to a CUE Rebuttal argument, which will be discussed later.)  ORA 

understands SCE’s argument, and carefully evaluated just such a scenario before submitting 

Exhibit ORA-11. 

ORA has several problems with SCE’s Rebuttal allegation.  First, ORA is not convinced 

that a surplus of unreplaced poles will exist such that one can move forward in the queue to 

replace another.  In its Rebuttal, SCE has indicated that such may not be the case.  On page 4 of 

its Rebuttal, SCE states that the “PLP was designed as a seven-year program based on SCE’s 

judgment of how to achieve the earliest mitigation that can be practicably implemented.”  

Similarly, on page 13 of its testimony, SCE states the following regarding the development of 

the PLP inspection and remediation periods: 

“Numerous contract and full time resources will be needed to conduct the 
assessments, perform the required construction remediation, and to 
manage the large-scale effort.  SCE is committed to completing this 
assessment as quickly as possible, but has to be mindful of the volume of 
work, resource availability, and the ability to maintain the quality of 
inspections.” 
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These statements by SCE indicate that, at least initially, SCE will be hard pressed to meet 

its initial PLP assessment and remediation goals, let alone have a surplus of poles available to 

take the place of poles replaced during non-PLP replacements.  ORA questions whether SCE 

would have a backlog of non-compliant poles waiting to be replaced, or whether SCE would 

have the resources necessary to conduct the replacements.  However, even assuming that 

backlogged poles were identified and could be replaced, such replacements would fundamentally 

change the parameters of SCE’s proposed PLP.  As planned, SCE’s proposed PLP was designed 

to take 12 years to replace the overloaded poles.  What SCE now seems to suggest is that PLP 

replacements continue as planned, and that PLP-type replacements also occur during the course 

of the non-PLP replacements.  This new scenario would reduce that replacement time period to a 

little over 9 years.  [268,688 total poles to be replaced divided by the sum of 25,000 poles (PLP 

replacements) plus 4,074 poles (replaced in non-PLP replacement programs) equals 9.24 years.]  

ORA would need to analyze this revised accelerated program to determine whether or not this 

acceleration is possible or would be beneficial to the ratepayers.  ORA and the other intervenors 

spent considerable time analyzing the original PLP proposed by SCE.  To radically change the 

inspection and replacement period would require a considerable amount of additional analysis. 

On page 13, Section 2 of its Rebuttal, SCE next alleges that its proposed balancing 

account for the PLP would eliminate ORA’s concern regarding the overlapping of pole 

replacements.  ORA does not agree with that conclusion.  A balancing account ensures that 

ratepayers won’t pay for projects that are ultimately postponed (i.e., SCE delays its PLP) and 

ensures that SCE will be reimbursed if it expends more on projects than was expected (i.e., the 

PLP is accelerated).  ORA is concerned that SCE’s proposed balancing account would make it 

easier for SCE to change the parameters of its PLP.  As discussed in the previous paragraphs, 

ORA specifically investigated the reasonableness of a replacement program that was slated to 

take place over 12 years.  Shortening or lengthening that period would constitute a new program, 

which ORA would have to review.  As described above, there are serious questions regarding 

whether or not SCE even has the resources to reliably replace poles more rapidly than the 12-

year span proposed in the original PLP.  ORA would have to investigate the feasibility of this 

accelerated PLP and determine if the ratepayers benefitted from these changes. 

On page 13, Section 3 of its Rebuttal, SCE reformulates its earlier argument that it will 

identify more poles than it can replace during this GRC period.  As discussed previously in this 
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Brief, SCE’s own statements in its testimony and its Rebuttal cause ORA to question whether or 

not SCE will have such a “surplus” of poles.  In addition, even if such a surplus exists, replacing 

more PLP poles than projected will shorten the 12-year replacement period of the program.  

ORA, as well as other intervenors, would have to investigate the feasibility of this accelerated 

PLP and determine if the ratepayers benefitted from these changes. 

In Section 4 of its Rebuttal (on page 14), SCE alleges that ORA’s proposal has not 

addressed SED’s recommendations regarding the pace of the PLP, or the prioritization of high 

fire poles.  SCE’s allegation is not correct.  As ORA states in Exhibit ORA-11 on page 88, even 

though ORA has derived lower forecasts than SCE for 2014 and 2015 PLP costs, ORA’s 

forecasting approach would allow every one of the 268,688 poles that SCE calculated would 

need replacing under the PLP to be replaced by the end of the 12-year replacement period 

proposed by SCE.  The only impact that results from ORA’s PLP proposals is that ratepayers 

will not be forced to pay for more than the 268,688 poles that SCE calculates will need 

remediation.  If SCE’s original PLP program correctly prioritized poles in high fire areas, ORA’s 

recommendations would not cause that to change. 

In Section 5 of its Rebuttal (on page 15), SCE states that it structured its PLP to end 

during the 12th year, not at the end.  Therefore, SCE alleges that ORA would delay needed 

replacements by assuming that the last year of PLP replacements (2025) would occur at the end 

of the 12th year.  ORA is somewhat skeptical that SCE designed its PLP to end in the middle of 

2025.  ORA inspected SCE’s RO computer model and noted that numerous capital projects were 

listed with completion dates of sometime in 2025.  However, the PLP was not one of those 

projects; it was designated as a Specific Blanket project, and did not have a 2025 completion 

date (or any other definitive date) assigned to it.  ORA would argue that if SCE intended the PLP 

to have a specific completion date in 2025, that information would have been included in the RO 

model. 

Lastly, beginning on page 17 of its Rebuttal, SCE discusses a number of capital programs 

that are related to the PLP.  More specifically, SCE discusses distribution transformer costs, 

prefabrication costs, pole credits, and wood pole disposal costs, all of which are connected to the 

PLP.  ORA has taken the reasonable position that as costs for pole replacements change, the 

costs for these related programs also will change.  SCE does not appear to rebut that these 

changes are linked, but since SCE does not agree with ORA’s reduction in PLP costs, it also 
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does not agree that these related project costs should change.  Once the Commission adopts its 

recommended PLP numbers, the costs for these related programs will be adjusted accordingly. 

CUE Rebuttal 

CUE begins its critique of ORA’s recommendations on page 2 of its Rebuttal.  Many of 

CUE’s allegations duplicate the allegations raised by SCE.  ORA will address each of these 

issues, but will provide condensed discussions when the issues overlap. 

CUE’s first series of allegations concern ORA’s conclusion that overloaded poles will be 

replaced through programs other than the PLP.  CUE’s initial allegation is that SCE’s 

workpapers already account for overloaded poles that will be discovered and replaced through 

existing inspection programs.  To support that contention, CUE provides Footnote 8 (on page 2) 

that references page 88 of SCE’s workpapers for Exhibit SCE-03, Volume 6, Part 2.  That 

footnote specifically mentions a line on page 88 labeled “Estimated Pole Load Calculation (PLC) 

Failures (Non PLIP).”  Evidently, CUE interprets that line to mean that SCE has developed 

replacement forecasts that have taken into account the fact that PLP-type replacements will occur 

in non-PLP replacement programs. 

ORA disagrees that the referenced line on SCE workpaper page 88 means that the PLP 

cost overlap has been considered.  ORA can only interpret the referenced line to indicate that, 

separate from the loading calculations that would be undertaken in the PLP, SCE expects to 

encounter load calculation failures each year, presumably due to requests to attach additional 

equipment on existing poles.  As the referenced line clearly states, these loading failures are non-

PLP.  Nothing on page 88 of the workpapers suggests that SCE is going to undertake loading 

calculations on all of the poles listed in the various categories shown on the chart, such as would 

occur in the PLP. 

As an example of how CUE has misinterpreted the chart on workpaper page 88, the 2013 

total for distribution pole replacements is shown to be 16,636 poles, 9,000 of which are over 70 

years old.  However, that same chart shows that SCE expects to have 400 poles, designated as 

non-PLP, fail load calculation tests.  Looking at just the 9,000 poles that are over 70, one would 

expect that more than 400 of them would fail current load calculation tests.  A failure rate of 400 

out of 9,000 is only 4.4%, a far cry from the 19% failure rate that SCE has indicated it expects to 

find in the pole population in general.  Looking at the total replacement amount of 16,636, a 

failure total of 400 would only amount to 2.4%, even further away for the expected 19% figure. 
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Even more damaging to CUE’s allegation is the fact that SCE’s PLP does not start until 

2014.  The chart on SCE workpaper, page 88 provides data beginning in 2013.  It is therefore not 

possible to conclude that the line (for load calculation failures) shown in that table is meant to 

indicate that PLP replacements have been accounted for in SCE’s forecast of 18,000 non-PLP 

replacements.  How could SCE account for the overlap of PLP-type failures in 2013 when the 

PLP program was not scheduled to begin until the following year?  Clearly, SCE’s workpapers 

have not accounted for PLP-type replacements when SCE derived its estimate of 18,000 pole 

replacements. 

CUE next states that no matter how many overloaded poles are replaced in non-PLP 

programs, the PLP itself will only replace overloaded poles and not non-overloaded poles. 

CUE has not understood ORA’s analysis.  ORA has not taken issue with SCE’s forecast 

that ultimately 268,688 poles will be replaced due to loading issues.  The issue that ORA is 

discussing concerns the fact that not all of those replacements will end up being replaced in the 

PLP.  It is ORA’s strong conclusion that, because 19% of the poles in SCE’s system are likely to 

fail current loading calculations, many of the replacements that would have otherwise been 

replaced during the PLP, will actually be replaced during SCE’s replacement of routine (i.e., 

non-PLP) pole replacements.  What ORA is trying to point out is that by assuming that all of the 

268,688 replacements will occur exclusively during the PLP, SCE’s ratepayers will be paying for 

more than the 268,688 total (the 268,688 funded in the PLP plus 19% of the non-PLP 

replacements).  In effect, there are two independent streams of PLP replacements that are 

simultaneously occurring – those poles replaced in the PLP itself, and 19% of the PLP-type poles 

replaced in the non-PLP replacement programs.  Without taking these two streams into account, 

SCE’s ratepayers will end up paying for more than the 268,688 poles that are scheduled to be 

replaced under the PLP.  ORA’s concern was never that more than 268,688 poles would 

ultimately be replaced, but that the ratepayers would pay for more than the 268,688. 

ORA wishes to pay special attention to CUE’s conclusion that the replacement of 

overloaded poles through non-PLP programs may shorten how long it takes to replace all 

overloaded poles.  ORA fully agrees with this conclusion; in fact, it forms the basis of many of 

ORA’s responses to a number of SCE/CUE mistaken allegations. 

CUE next states that the duplication issue raised by ORA can only result in a smaller 

backlog of not-yet-replaced overloaded poles.  CUE alleges that reducing the number of 
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overloaded but not yet replaced poles is a good thing, not a drawback.  CUE’s allegation is 

predicated on the assumption that SCE is able to identify overloaded poles at such a rate that it 

has a large “backlog” of already-identified overloaded poles waiting to be replaced.  This ability 

is questionable.   Even assuming that backlogged poles were identified and could be replaced, 

such replacements would fundamentally change the parameters of SCE’s proposed PLP.  As 

planned, SCE’s proposed PLP was designed to take 12 years to replace the overloaded poles.  As 

noted in the previous paragraph, CUE itself admits that the PLP would be shortened by the 

duplication of PLP replacements.  What CUE is now proposing would reduce the 12-year period 

to a little over 9 years.  [268,688 total poles to be replaced divided by the sum of 25,000 poles 

(PLP replacements) plus 4,074 poles (replaced in non-PLP replacement programs) equals 9.24 

years.]  ORA would need to analyze this revised program to determine whether or not this 

acceleration would even be possible or be beneficial to the ratepayers. 

Next, CUE boldly states that ORA’s derivation of 4,074 overloaded poles per year 

through other replacement programs is demonstrably wrong.  ORA does not agree with that 

conclusion.  CUE’s declarative statement that ORA’s forecast is “demonstratively wrong” is 

itself based on incorrect information.  CUE appears to rely on SCE’s forecast that exactly 18,000 

poles will be replaced during routine (i.e., non-PLP) pole replacement programs during the 2015 

test year.  ORA agrees that if you take 19% of 18,000 poles, you do not get ORA’s forecast of 

4,074 overloaded poles.  However, as stated earlier, ORA has concluded that SCE’s (and 

evidently CUE’s) use of the 18,000 replacement forecast is not accurate. 

The 18,000 non-PLP pole replacement estimate originates from two pages in the 

workpapers for Exhibit SCE-03, Volume 6, Part 1 – pages 88 and 98.  On page 88, SCE shows a 

test year 2015 replacement forecast of 8,500 for distribution poles, and 1,500 for sub-

transmission poles, for a total of 10,000.  Page 98 shows an additional forecast of 8,000, 

providing the 18,000 total referenced by CUE.  However, even a cursory look at these two pages 

shows that SCE has not actually estimated precisely 18,000 pole replacements.  As shown on 

page 88, SCE’s actual 2015 test year estimates for replacements (excluding rollover projects) are 

9,103 for distribution poles, and 1,712 for sub-transmission poles, for a total of 10,815 

replacements.  Similarly, the actual forecast on page 98 is 8,406.  Therefore, SCE’s actual 

estimate is 19,609 replacements for 2015, not the 18,000 figure that it used for its forecast.  In 

addition, as shown on Table 11-19 of Exhibit ORA-11, there are two new programs (aged poles 
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and 4kV cutovers) that will begin in 2013, both of which will increase the number of poles being 

replaced each year.  As far as ORA can determine, neither of those programs is reflected in 

SCE’s forecasts of non-PLP replacements.  Combining this with SCE’s heightened emphasis on 

reliability, which should increase SCE’s number of replacements, ORA has concluded that its 

estimate for non-PLP replacements of 21,443 is not only reasonable, but is likely to be 

conservative.  Therefore, contrary to CUE’s statement, ORA’s forecast of 4,074 overloaded pole 

replacements per year is not “demonstrably wrong.” 

CUE next repeats SCE’s allegation that ORA has ignored the effect of the proposed 

balancing account for the PLP.  A balancing account ensures that ratepayers will not pay for 

projects that are ultimately postponed (i.e., SCE delays its PLP) and ensures that SCE will be 

reimbursed if it expends more on projects than was expected (i.e., the PLP is accelerated).  ORA 

is concerned that SCE’s proposed balancing account would make it easier for SCE to change the 

parameters of its PLP.  As discussed in the previous paragraphs, ORA specifically investigated 

the reasonableness of a PLP program that was slated to take place over 12 years.  Shortening or 

lengthening that period would constitute a new program, which ORA would want to review.  As 

described above, there are serious questions regarding whether or not SCE even has the 

resources to reliably replace poles more rapidly than the 12-year span proposed in the original 

PLP.  ORA would have to investigate the feasibility of this accelerated PLP and determine if the 

ratepayers benefitted from these changes. 

In summing up its allegation for this area, CUE states that ORA’s testimony in this area 

is “wrong in at least 4 different ways.”  Summing up its own responses to CUE’s faulty 

allegations, ORA responds as follows: 

 SCE did not account for PLP-type replacements when it developed its 
forecasts for non-PLP pole replacements. 

 ORA’s non-PLP replacement figure of 21,443 (versus SCE’s 18,000 
estimate) is reasonable in as much as it accounts for the addition of 2 
new programs that will increase pole replacements, as well as SCE’s 
increased awareness of safety and reliability. 

 SCE’s own statements lead to doubts regarding SCE’s ability to 
develop a backlog of poles ready to move up the queue to replace PLP 
poles that are replaced in non-PLP programs.  Even if a backlog did 
exist, simultaneously replacing two independent streams of PLP poles 
would shorten the PLP program. 
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 ORA’s concerns will not be alleviated by the implementation of a 
balancing account.  Any shortening or lengthening of the PLP 
proposed by SCE would require a new analysis by ORA. 

 

In short, ORA has concluded and demonstrated that its analyses are reasonable and 

correct. 

In Section 2 of its Rebuttal (on page 6), CUE alleges that ORA’s reduction of 847 poles 

per year to conform to SCE’s replacement level of 268,688 poles over a 12-year period moves 

the completion the wrong direction.  CUE suggests that lengthening the pole replacement cycle 

just increases the reliability risks for SCE’s customers without saving them any money. 

ORA disagrees with these allegations.  As stated previously, when ORA examined the 

RO computer model, it found that the PLP did not have a mid-2025 completion date associated 

with it.  Therefore, ORA did not “extend” the PLP completion date until the end of 2025; ORA 

simply reflected the actual completion date that was coded into the RO model. 

Similarly, CUE is mistaken when it states that reliability risks are increased without any 

money being saved.  What CUE now appears to be proposing is that ORA ignore the fact that 

SCE’s RO model did not list a mid-2025 completion date, and that the PLP program should 

therefore be accelerated by 847 replacements per year for the life of the program.  As previously 

stated several times, and confirmed by CUE’s own statements, accelerating the rate of PLP 

replacements will shorten the period of the PLP program.  If either CUE or SCE believes that the 

original 12-year replacement period for the PLP is inadequate, then a “revised” replacement 

program should have been developed earlier in the GRC so that ORA and the other intervenors 

had adequate time to determine whether this new program was justified, cost effective, and 

reasonable.  CUE is also obviously mistaken when it alleges that changing the yearly 

replacement rate by 847 poles per year has no impact on costs.  A quick glance at Table 11-20 

from ORA’s testimony shows that PLP capital costs are developed by multiplying replacements 

by unit costs.  Therefore, as the number of replacements changes, so do the forecast costs. 

Pole Loading -- O&M expenses 

SCE is requesting funds for a multi-year Pole Loading Program (PLP) which is projected 

to start in 2014.  According to SCE, under this program, each one of SCE’s poles will be 

assessed to determine if it meets G.O.95 minimum safety factors and SCE’s internal safety 

standards.  Damaged poles will be repaired or replaced.   
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SCE forecasts $38.787 million for TY expenses.  ORA’s corresponding TY forecast is 

$26.405 million, or $12.332 million less than SCE’s forecast.514 SCE is seeking an increase of 

over $120.1 million, or 35.0%, in 2015.515  The areas in dispute between ORA and SCE are 

discussed below. 

Pole Loading Assessments (FERC Accounts 583.125 and 566.125) 

SCE records the cost of conducting pole loading assessments in FERC Sub-Accounts 

583.125 and 566.125.  Distribution expenses are recorded in Sub-Account 583.125 and 

transmission expenses are recorded in Sub-Account 566.125.   

SCE forecasts $21.939 million for distribution expenses, which is a $19.885 million or 

968% increase over 2012 recorded expenses of $2.054 million. 516 SCE forecasts $2.712 million 

for transmission expenses.517  SCE’s 2012 recorded expenses were $0.518   

ORA’s corresponding TY estimate is $14.663 million for distribution expenses, which is 

$12.609 million or 612.41% over 2012 recorded expenses of $2.054 million.  ORA’s 

corresponding TY estimate is $1.812 million for transmission expenses, which is $1.812 million 

over 2012 recorded expenses of $0.519 

SCE developed its pole loading transmission and distribution forecast by multiplying the 

forecasted number of assessments performed by cost per assessment.  SCE says its assessments 

include both pole calculations and the planning and analysis costs associated with determining 

the appropriate course of action in the form of repair or replacement.520   

SCE’s TY forecast of $24.651 million for distribution and transmission pole assessments 

expenses is a huge funding request for a new program for which SCE has limited historical costs 

and experience.  SCE’s only recorded historical costs for the PLP come from the 2012 Pole 

                                              
514 Ex. ORA-8, p. 24. 
515 Ex. ORA-12, p. 11, footnote $120.1 million (463.0 million (2015 forecast) - $342.9 million (2010-2012 recorded 
average)) 

35.0% ($120.1 million (2015 increase) / $342.9 million (2010-2012 recorded average)). 

516 Ex. SCE-3, Vol. 6, Pt. 2-A, p. 21. 
517 Ex. SCE-3, Vol. 6, p. 21. 
518 Ex. ORA-8, p. 25. 
519 Ex. ORA-8, p. 25. 
520 Ex. SCE-3, vol. 6, Pt. 2, p. 19.  
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Loading Study when SCE performed pole loading calculations on 5,006 poles. 521  In contrast, 

SCE says its Pole Loading Program will assess over 1.4 million poles throughout SCE’s service 

territory.522  SCE has never before performed pole loading assessments on the scale being 

proposed. 

 In light of SCE’s lack of historical data and experience with the PLP, ORA asked SCE to 

“[p]rovide a detailed explanation for why SCE is proposing a 7-year time frame for its pole 

loading assessment period.523  SCE’s response was that: 

SCE considered several factors when determining the 7 year time 
frame. These factors include the availability of assessment 
resources to complete the volume of poles requiring assessment, 
the availability of design and construction resources to complete 
the volume of poles requiring remediation and SCE's desire to 
identify and remediate any non-compliant poles as soon as 
reasonably practicable. SCE selected the 7 year time frame 
because, in its judgment, this was the shortest time frame for which 
the necessary resources could be obtained. 
 

These “factors” that SCE says it used to develop its forecasts all appear to be based on 

SCE’s subjective judgment, providing little objective information for ORA, or the Commission, 

to evaluate.  There is no proof that Edison can complete work at the pace being proposed or that 

such a pace benefits ratepayers.  SCE’s recorded 2014 PLP expenses to date call into question 

whether there is any realistic chance SCE can actually execute the program on its proposed 7-

year assessment schedule.524 

 In response to a data request asking about SCE’s 2014 year- to- date performance of the 

PLP, SCE said:  

 
The Pole Loading Program is a new program that was launched in 
January, 2014. The program is still in the early stages of 
implementation, and is continuing to ramp up. Accordingly, the 
data provided should be considered preliminary and subject to 
change. Through May, the assessment vendor has completed 
14,561 assessments. We have estimated that through May, the cost 

                                              
521 Ex. ORA-8, p. 27 citing SCE response DRA-065-EJ1, Q.2.c. 
522 Ex. ORA-8, p. 27 citing SCE response to DRA-065-EJ1, Q.1. 
523 Ex. ORA-8, p. 27 citing SCE response to DRA-065-EJ1, Q.3b. 
524 Ex. ORA-8, p. 28. 
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per assessment is $106 per pole, the total cost of assessments is 
$1.5 million and the cost of planning and analysis is $1 million. 
(This amount has not been allocated between PLP work and other 
work). We have not completed any repairs. SCE's 2015 forecast 
remains unchanged. Please note that in recognition of the 
possibility that the programs' actual costs will differ from 
forecasts, SCE has proposed a balancing account in conjunction 
with the pole loading program.525 

 

 In its testimony, SCE forecasts that it will complete 205,754 assessments by the end of 

2014.526  In the first five months of 2014, SCE only completed 14,561, a mere 7.08%, of its 2014 

forecast workload.  While ORA acknowledges that the pace of work will likely increase as SCE 

continues to ramp up its PLP program, it is highly doubtful that SCE will be able to complete the 

remaining 191,193 pole assessments, or 92.92% of its 2014 forecasted workload, by the end of 

2014.   

Most notably, SCE only spent $1.5 million on its total cost of assessments from January 

through May of 2014, but forecasts spending $22.839 million by the end of year.527  SCE 

forecasted that a 7-year assessment schedule would be sufficient time to ramp up its resources, 

but year-to-date 2014 pole assessments and costs indicate otherwise.  SCE’s 2014 data indicates 

that SCE drastically overstated its 2014 forecast, in regards to both pole assessments and pole 

repairs.  ORA concludes that SCE’s TY 2015 forecast is also overstated.  SCE does not provide 

sufficient evidence or have adequate experience when proposing a time-frame for conducting 

pole loading assessments or performing planning and analysis activities. 

Nor has SCE identified any cost-savings associated with risk mitigation resulting from 

the PLP.  When asked if there were any such savings, SCE’s response was that  “[this program is 

being initiated to improve safety and reliability of the SCE system. Accordingly, SCE did not 

quantify cost savings.”528 

ORA acknowledges that the PLP is a safety-related program; however, the large 

amount of funding SCE is receiving to mitigate risk should result in cost-savings to both SCE 

and the ratepayers.  SCE states: “Structural failure of a power pole can lead to injury, 

                                              
525 Ex. ORA-8, p. 30 citing SCE response to ORA data request DRA-318-EJ1, Q.1. 
526 Ex. SCE-3, Vol. 6, p. 20, Table II-4. 
527 Ex. SCE-3, Vol. 6, p. 20, Table II-4. 
528 Ex. ORA-8, p. 29 citing SCE response to DRA-298-EJ1, Q.1. 
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property damage, or local outage either as a direct result of the pole failure or from indirect 

failures from the supported conductor or transformers. One pole failing can potentially 

cascade to multiple pole failures when conductors attached to adjacent poles pull them down. 

This amplifies the safety and reliability impacts of pole failures events.”529   

SCE’s total TY 2015 O&M forecast for the Pole Loading Program is $38.424 

million.530  SCE has made this risk mitigation request apparently without making any effort 

to determine if there might be any offsetting avoided costs associated with pole failure events 

that could lessen the burden on its ratepayers in in the test year. 

ORA also asked SCE to “…identify what measures SCE took in order to ensure there 

would be no duplication of work and costs as a result of remediation from the Pole Loading 

Program.”531  SCE’s response was that: 

SCE is in the process of developing the procedures and tools 
required to coordinate Pole Loading Program work with other 
potential work. Currently, the following is in place. The work 
planned for the following year will be reviewed with the regional 
planning and construction personnel to identify potential areas of 
overlap. Also, the planning and analysis group reviews existing 
notifications for duplicate work on a individual pole. 

 
Finally, ORA asked SCE to explain the impact that the Pole Loading Program will have 

on routine pole maintenance and inspections (Accounts 566.150 and 583.120), and to quantify 

and list all forecast cost-savings to routine pole maintenance and inspections that result from the 

Pole Loading Programs.532  SCE’s response, in part, was that it “… did not forecast any 

reductions to routine pole maintenance and inspections from the Pole Loading Program.”533 

The PLP heavily involves pole repairs and pole replacements, which are both part of 

routine operations for SCE.  It is unclear how, or even if, SCE incorporated potential areas of 

overlap into its TY forecast. 

                                              
529 Ex. SCE-15, p. 37. 
530 Ex. SCE-3, Vol. 6, P.2-A, p. 18.  
531 Ex. ORA-8, p. 30, citing SCE response to DRA-318-EJ1, Q.4a. 
532 Ex. ORA-8, p. 30 citing SCE response to DRA-298-EJ1, Q.1. 
533 Ex. ORA-8, p. 30, citing SCE response to DRA-298-EJ1, Q.1. 
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ORA recognizes that SCE needs to address pole loading issues, but has serious concerns 

about the amount of money being requested for the program given the stark lack of historical 

data and SCE’s extremely limited experience conducting this type of pole loading work.   

The year-to-date data from 2014 supports ORA’s concern that SCE’s estimate is 

unrealistic and overstated.  Until SCE has more experience in the program to gauge the 

magnitude of the undertaking, and the level of remediation required, SCE has not justified an 

increase of $23.651 million534 in combined transmission and distribution expenses over 2012 

recorded expenses of $2.054 million.  It is inappropriate to burden ratepayers with such an 

expensive project when SCE cannot provide more historical information or identify any cost-

savings to ratepayers. 

 In its testimony, ORA recommends $14.663 million for distribution pole loading 

assessments and $1.812 million for transmission pole loading assessments.  ORA developed its 

recommendation by multiplying its forecast number of pole assessments by the 2014 recorded 

cost per assessment of $106.535  ORA used a ten-year pole assessment schedule to forecast the 

number of 2014 pole assessments and the planning and analysis costs.536  Given 2014 data and 

SCE’s lack of experience, ORA’s forecast of $16.475 million should be more than sufficient to 

complete future pole loading assessments.  It is inappropriate for SCE to receive more ratepayer 

funding until it has established its cost, cost-savings, and rate of work.537 

In Rebuttal, SCE says that “…. ORA has not considered the risk implications of its 

proposed reductions to this program.”538  In fact, as noted above, ORA’s testimony has 

considered the risk implications.  ORA’s testimony also considers SCE’s actual performance to 

date.  In the first five months of 2014, SCE has come nowhere near achieving the work it 

forecast doing.  In light of this, it would appear that SCE does not consider the risk implications 

of scaling back the pace of the program to impact safety and reliability. 

                                              
534 Ex. SCE-3, Vol. 6, Pt. 2- A, p. 18. 
535 Ex. ORA-8-WP, p. 38, SCE response to DRA-318-EJ1, Q.1. 
536 1,440,278 poles in SCE’s system/10 years = 144,028 poles each year. 
537 Ex. ORA-8, p. 31. 
538 Ex. SCE-19, Vol. 6, Pt. 2, p. 4. 
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In Rebuttal, SCE also says that “ORA’s chief concern seems to be SCE’s ability to 

execute the number of assessments forecast.539”  SCE claims that it has “… already addressed 

this concern with its proposal for a PLP balancing account.”540  

SCE’s proposed two-way balancing account in no way reassures ORA that SCE’s 

ratepayers will not be overcharged for the program.  In fact, SCE’s criticism in its Rebuttal of 

ORA’s use of actual unit costs provides a perfect example of why a one-way balancing account 

should be adopted, rather than the “blank check” a two-way balancing account represents.    

In its testimony, ORA recommends the Commission adopt a unit cost of $106 per pole, 

based on information from SCE that this is the dollar amount SCE actually paid per pole 

assessment in 2014.  Yet SCE wants the Commission to charge ratepayers $111 per pole 

assessment.541  SCE’s Pole Loading Program is supposed to be a safety program, not a money-

making opportunity, but already, SCE is showing no signs of attempting to contain its costs.  

ORA continues to recommend a one-way balancing account.  If, however, the Commission does 

adopt a two-way balancing account, ORA recommends it be capped at 10% above the authorized 

amount.542 

Pole Loading Repair Costs (FERC Accounts 571.125 and 593.125) 

SCE records the cost of conducting pole loading repairs in Sub-Accounts 593.125 and 

571.125.  Distribution expenses are recorded in Sub-Account 593.125 and transmission expenses 

are recorded in Sub-Account 571.125.  Pole loading repair expenses are the costs associated with 

designing and completing repairs identified through pole assessments.  SCE forecasts $7.797 

million for distribution expenses and $1.030 million for transmission expenses.  SCE’s forecast 

of distribution expenses reflects a reduction of $0.537 million for the Malibu Fire Settlement 

adjustments.543  ORA’s corresponding forecast is $5.019 million for distribution expenses and 

$0.687 million for transmission expenses.544  SCE developed its forecast by multiplying the 

                                              
539 Ex. SCE-19, Vol. 6, Pt. 2, p. 4. 
540 Ex. SCE-19, Vol. 6, Pt. 2, p. 4. 
541 Ex. SCE-19, Vol. 6, Pt. 2, p. 5. 
542 Ex. ORA-8, pp. 36-37. 
543 See ORA-8, p. 32, footnote 43 citing “Malibu Fire Settlement Adjustments.” 
544 Ex. ORA-8, p. 33. 
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number of poles it says it expects to require repair by the cost of planning and repairing each 

pole. 

ORA’s concerns about SCE’s forecast for pole loading repair costs mirror those it has 

with SCE’s forecast for pole loading assessments, as explained above in detail.  SCE forecasts 

that it will complete 2,100 repairs in 2014 and spend $3.450 million.  As of May 2014, SCE has 

completed no repairs and has no recorded pole loading repairs costs.545  While ORA 

acknowledges that SCE will ramp up its program in upcoming months, it is unlikely SCE can 

complete 2,100 repairs, or 100% of its forecasted workload, by the end of 2014.  SCE 

overestimated the rate at which it is able to ramp up its program and complete its work.  ORA 

concludes that SCE’s TY2015 forecast is also overstated.  Because SCE conducted no pole load 

repairs through May of 2014, ORA has no historical data from 2014 to evaluate.  It is impossible 

to evaluate what percentage of poles will require repairs, the rate at which the repairs can be 

completed, and the associated design and repair costs for each unit. 

ORA recommends $0.687 million for distribution pole repairs and $5.019 million for 

transmission pole loading assessments.  ORA developed its recommendation by multiplying its 

forecast number of pole repairs by SCE’s forecast cost per unit cost.  ORA used a ten-year pole 

assessment schedule to forecast the number of 2014 pole repairs.  Given 2014 data and SCE’s 

lack of experience, ORA’s forecast of $6.243 million is more than sufficient to complete future 

pole repairs.  It is inappropriate for SCE to receive more ratepayer funding until it has 

established its cost, cost-savings, and rate of work. 

In Rebuttal, SCE says that, “[i]f the Commission does adopt ORA’s proposed timeline of 

ten years, and adjustment is needed because of a mathematical error in ORA’s calculation of the 

2015 repair cost.”546  On further review, ORA agrees that there was a mathematical error in 

ORA’s calculation.  ORA believes that its forecast should have been $5.298 million for 

distribution pole loading repairs (Malibu Settlement Costs removed) and $0.71 million for 

transmission pole loading repairs.  

Distribution and Transmission Pole Loading Program Related Expense (FERC 
Accounts 593.125 and 571.125)  

                                              
545 Ex ORA-8-WP, p 38, SCE response to DRA-318-EJ1, Q.1. 
546 Ex. SCE-19, Vol. 6, Pt. 2, p. 5. 
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SCE records expenses for PLP-related expenses in Sub-Accounts 593.125 and 571.125.  

Distribution expenses are recorded in Sub-Account 593.125 and transmission expenses are 

recorded in Sub-Account 571.125.  The accounts include expenses that are linked to PLP capital 

work.  SCE forecasts $2.999 million for distribution expenses and $0.548 million for 

transmission expenses.  ORA’s corresponding TY forecast for distribution expenses is $2.409 

million.  ORA’s corresponding TY forecast for transmission expenses is $0.440 million.547 

SCE’s forecast was calculated by multiplying the historical related expense ratio by the 

forecast capital expenditures.  In Exhibit ORA-11, ORA recommends reducing SCE’s forecast 

capital expenditures for the Pole Loading Program by 19.68%.548  ORA developed its 

corresponding TY forecast by reducing forecasted expense-related work by the same percentage 

reduction recommended in Exhibit ORA-11.  ORA’s TY forecast is $2.409 million for 

distribution expenses and $0.440 million for transmission expenses. 

Pole Loading Program Joint Pole Organization Expense (FERC Account 583.125) 

SCE records expenses for the Pole Loading Program Joint Pole Organization (JPO) 

expenses in Sub-Account 583.125.  SCE forecasts $1.712 million for TY expenses.  ORA’s 

corresponding TY estimate is $1.375 million.549 

SCE’s is requesting funding for 24 additional employees for the Pole Loading Program.  

SCE states: “The expenses here represent the costs associated with 24 additional employees 

required to support the increased work level of the Pole Loading Program.  The Pole Loading 

Program is anticipated to result in an additional 25,000 pole replacements annually in 2015-

2017.  Each pole replacement requires a JPA to be executed and submitted to the joint owner or 

owners.”550  In Exhibit ORA-11, ORA reduced the forecasted annual pole replacements by 

19.68% from 25,000 poles down to 20,080 poles.  In order to reflect ORA’s adjustment to 

forecasted workload, ORA reduced SCE’s forecast for JPO expenses by 19.68% from $1.712 

million to $1.375 million.551 

                                              
547 Ex. ORA-8, p. 34-35. 
548 Ex. ORA-8-A, p. 35. 
549 Ex. ORA-8, p. 36. 
550 Ex. SCE-3, Vol. 6, Pt. 2, p. 25. 
551 Ex. ORA-8, p. 36. 
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6.8. Grid Operations -- Capital 

According to SCE, Grid Operations are responsible for monitoring and operating SCE’s 

transmission and distribution system.552  SCE’s recorded 2008-2013 capital expenditures for its 

grid operations organization  have been stable between 2009 and 2012 with the high being 

$65.126 million in 2011, and the low being $51.671 million in 2012.553 

Storm Response 

SCE presents its Storm Response capital expenditures in three separate Work Breakdown 

Structure (WBS) elements:554 

 Substation Storm; 

 Transmission Storm; and, 

 Distribution Storm. 

SCE calculated its forecast capital expenditures for all three separate WBS elements 

using a five-year average.555  

ORA recommends that the Commission use the actual 2013 recorded year capital 

expenditures for 2013 and accept SCE’s 2014 and 2015 forecast for  Substation Storm and 

Distribution Storm. SCE’s May 2014 year to date capitalized expenditures annualized for 

Distribution and Transmission Storm is less than ORA’s 2014 forecast by $21.0 million.556 

ORA has stipulated to SCE’s Transmission Storm capital expenditures of $4.562 million 

in 2014 and $4.683 million in 2015.557  

Streetlights 

SCE presents its request for Streetlight capital in three areas: 

 Steel Pole Replacements; 

 Luminaire Replacements; and, 

 Breakdown Replacements. 

                                              
552 Ex. SCE-3, Vol. 7, p. 1, lines 5-8. 
553 Ex. ORA-12, p. 20, citing SCE response to DRA-053-MKB, Q.1, Attachment. 

554 Ex. SCE-3, Vol. 7, p. 17, Figure II-8; p. 18, Figure II-9; and p. 19, Figure II-10. 
555 Ex. SCE-3, Vol. 7, p. 19, lines 10-12. 
556 Ex. ORA-12, p. 22 citing SCE response to DRA-324-MKB, Q.1 less ORA’s 2014 forecast. 
557 Ex. ORA-57-R. 



136 

For many years, SCE has had a program to replace its installed steel streetlight pole 

inventory with concrete streetlight poles due to both their age and their condition.  SCE 

anticipates completing this replacement program in approximately 12 years, or by 2025.  SCE 

claims that its streetlight poles suffer from corrosion quicker in areas close to the ocean.  In 

addition, steel streetlight poles can deteriorate due to frequent wetting by water sprinklers.  

Typically these poles deteriorate in three ways:  (1) the top of the poles rust out; (2) holes 

develop in the base of the pole caused by rust; or, (3) the foundation anchor bolts rust and 

eventually disintegrate.558 

From 2009-2012, SCE capitalized on average $12.3 million a year for its streetlight 

programs.559  SCE is requesting to increase its current budget to a forecast three-year average of 

$53.0 million each year from 2013-2015.560  This equates to a 331% increase over historical 

levels. 

ORA conducted a field investigation on March 11, 2014, to review SCE’s streetlight pole 

replacement program.  During the field visit, SCE informed ORA that, during the steel streetlight 

replacement process, SCE visits each streetlight many times prior to project completion.  

Currently, all poles close to the ocean have already been replaced.  SCE does not evaluate the 

condition of the streetlight poles it currently replaces and replaces streetlights based on location 

only. 

ORA data requested many items from SCE regarding its steel streetlight program and 

notes below some of the responses: 

 SCE does not have any historical financial data on its breakdown of 
the three items it requested.  SCE did not begin capturing cost data at a 
detailed level for steel (streetlight) poles, luminaires, and breakdown 
maintenance until recently.561 

 SCE does not perform engineering analysis on the condition of the 
steel streetlights prior to replacement,562 nor has SCE assessed the 
overall condition of the poles currently.563 

                                              
558 Ex. SCE-3, Vol. 7, p. 27, lines 2-10. 
559 Ex. ORA-12, p. 23 citing SCE response to DRA-053-MKB, Q.1. 
560 Ex. ORA-12, p. 23 citing SCE response to DRA-030-MKB, Q.1. 
561 Ex. ORA-12, p. 23 citing SCE response to DRA-085-MKB, Q.1. 

562 Ex. ORA-12, p. 23 citing SCE response to DRA-237-MKB, Q.1.a. 

563 Ex. ORA-12, p. 23 citing SCE response to DRA-085-MKB, Q.3. 
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 Between the years 2008 and 2012, SCE performed a limited number of 
steel (streetlight) pole replacements, ranging from 345 poles in 2011 to 
1,578 poles in 2010.  An average of 1,127 steel streetlight poles were 
replaced annually between 2008 and 2012.  SCE’s three year average 
for its 2013 to 2015 forecast is 6,000 steel streetlight poles 
replacements annually. 564  This equates to an increase of 4,873 steel 
streetlight pole replacements annually, or an increase of 432.6%. 

 SCE is not basing its replacement program on the condition of the steel 
streetlight poles but “. . . based its annual forecast on the resource 
availability of its contractor.”565 

 SCE claims it is replacing every steel street light pole in its system due 
to both their age and the condition of the poles, but SCE was unable to 
identify the vintage ages of its current steel streetlights566 or their 
overall condition.567 

 SCE does not perform maintenance on steel street light poles, other 
than periodic painting of the poles, nor does it keep maintenance 
records for specific steel street light poles.568 

 

In SCE’s last GRC Decision, the Commission authorized SCE a capital budget to replace 

steel streetlights of $12.6 million for 2011 and $14.5 million for 2012.569  SCE actually spent 

$9.8 million in 2011 and $15.9 million in 2012.570  In SCE’s last GRC decision the Commission 

stated that “SCE has not established the likelihood of an accelerated need for [its steel streetlight 

replacement] program in 2010-2012 as requested.”571   

Without authorization from this Commission, or any support showing that its steel 

streetlights replacement program should be accelerated, SCE increased its 2013 steel streetlight 

replacement program $27.1 million above its authorized 2012 amount of $14.5 million, to a total 

of $41.6 million.  This equates to an increase of 186.9%, and SCE expects its ratepayers to pay a 

return on its steel streetlight replacement capital expenditures without Commission authorization 

                                              
564 Ex. ORA-12, p. 24 citing SCE response to DRA-085-MKB, Q.1. 

565 Ex. ORA-12, p. 24 citing SCE response to DRA-237-MKB, Q.2.d.iii. 

566 Ex. ORA-12, p. 24 citing SCE response to DRA-237-MKB, Q.3. 

567 Ex. ORA-12, p. 245 citing SCE response to DRA-085-MKB, Q.3. 

568 Ex. ORA-12, p. 25 citing SCE response to DRA-237-MKB, Q.1.b. 

569 D.12-11-051, p. 223. 

570 Ex. ORA-12, p. 25 citing SCE response to DRA-053-MKB, Q.1. 
571 D.12-11-051, p. 223. 
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or any evidence of a need to accelerate its steel streetlight replacement program.  When asked to 

explain the increase, SCE’s simply responded that it is replacing its steel streetlights based not on 

need, or safety, but “. . . based its annual forecast on the resource availability of its 

contractor.”572  SCE’s ratepayers deserve a utility that acts more responsibly with its captive 

customers’ limited resources. 

Because SCE has failed to show need to accelerate its steel streetlight replacement 

program, ORA recommends that the Commission authorize the same level of capital 

expenditures that was authorized in 2012, adjusted for inflation for the years 2014-2015.  The 

need to capitalize new streetlight poles should not be based only on the resource availability of 

SCE’s contractor, but on the condition of the assets being replaced.  SCE should not be allowed 

to accelerate its replacement of steel streetlight poles at ratepayer expense until it has conducted 

a statistically valid engineering study of the condition of its current assets, including the assets 

located in SCE’s service territory.  In addition, SCE’s study should also include an analysis that 

compares maintaining its steel streetlight facilities against replacement.  It should be more 

economical to maintain a steel streetlight, than to let it deteriorate without maintenance and then 

replace it.    

Grid Operations – Expense 

SCE’s recorded expenses for its Grid Operations declined by $3.174 million between 

2008 and 2010 from $105.549 million in 2008 to $102.375 million in 2010.  In 2011 the 

recorded expenses increased by $7.669 million to $110.044 million over 2010 expenses of 

$102.375 million.  In 2012 the recorded expenses declined by $6.337 million to $103.707 

million.  The highest recorded expense level for the five year period was in 2011. 

SCE’s 2012 recorded expenses were $12 million less than authorized in its 2012 GRC, 

and ORA’s TY estimates take this fact into consideration.573  SCE states “In the 2012 GRC, the 

Commission authorized $116 million for Grid Control Center (GCC) and substation operations, 

                                              
572 Ex. ORA-12, p. 25 citing SCE response to DRA-237-MKB, Q.02.d.iii. 
573 In D.09-03-025, SCE’s 2009 GRC, SCE’s TDBU spent $48 million less than authorized, and in D.12-11-051, 
SCE’s 2012 GRC, SCE’s TDBU spent $56 million less than authorized.  SCE’s 2012 GRC testimony and its 2015 
GRC testimony did not discuss the specific details of the embedded funding or discuss how it incorporated the 
funding into its Test Year forecast.   
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troublemen activities, storm related maintenance, and streetlight inspection and maintenance for 

2012 test year, and SCE recorded $104 million…”574 

Grid Control Center Operations (FERC Account 561.170) 

SCE’s request is an increase of 32.30% over 2012 recorded adjusted expenses.  SCE’s 

recorded expenses were relatively stable between 2009 and 2010 averaging $6.282 million over 

the two years.  Between 2010 and 2012, the expenses increased by $0.403 million from $6.275 

million in 2010 to $6.678 million in 2012.  The average for the five year period (2008-2012) is 

$6.332 million and the three year average (2010-2012) is $6.489 million.  The highest recorded 

expense level for the five year period was in 2012. 

Given this information, ORA forecast of $6.678 million is based on 2012 recorded 

expenses which is the highest recorded figure for this sub-account in the past 5 years.  SCE’s 

forecast includes funding for additional positions575 for its Grid Control Center (GCC).576  SCE 

calculated its forecast by utilizing “2012 recorded labor cost of $159,000 per GCC employee” 

and “multiplied this cost per employee by the number of GCC employees SCE expects to have 

for 2013-2015.”577   SCE’s recorded expenses include overtime and double- time pay, and its 

forecasted labor cost of $159,000 per employee includes normal time, overtime and double-time 

pay.578  SCE’s TY 2009 and TY 2012 GRCs included funding for additional positions for SCE’s 

GCC however, its staffing level and recorded expenses does not reflect the additional 

positions.579 

Based on the staffing information set forth in the table above, SCE’s staffing has 

remained relatively flat between 2009 and 2012.  SCE has not experienced “any safety and 

reliability problems between 2008-2013 due to inadequate staffing levels at the GCC.”580  During 

                                              
574 Ex. SCE-3, Vol. 7, p. 3. 
575 In D.12-11-051 (pp. 277-278) SCE’s proposal included funding for a TDBU staffing level of 7,139, SCE was 
authorized funding for a TDBU staffing level of 7,037.  SCE’s TDBU staffing level was 6,475 in 2012 and 6,101 in 
2013 (DRA-075-TLG, Q.5, and DRA-299-TLG, Q.1). 
576 Ex. SCE-3, Vol. 7, p. 8.  SCE states a staffing level of “41 is required by 2015.” 
577 Ex. SCE-3, Vol. 7, p. 8. 
578 Ex. ORA-9, p. 28, footnote 63 DRA-066-TLG, Q.10-g.  In D.09-03-025, p. 52, in regards to the twenty 
authorized positions in Account 562.100, the Commission stated “Based on SCE’s current staff shortages, we find 
the additional amount requested for Grid Operations reasonable and expect overtime to be reduced”. 
579 Ex. ORA-9, p. 28, citing DRA-066-TLG, Q.10-c and Q.10-e. 
580 Ex. ORA-9, p. 28, citing DRA-066-TLG, Q.10-h. 
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its review and analysis of SCE’s 2012 GRC, ORA discovered that between 2005 and 2009 SCE 

only hired four employees to address its GCC work that was supposed to be increasing.  ORA 

requested additional information on SCE’s forecast. 

ORA asked:581 

SCE forecasts $8.835 million for its Grid Control Operation expenses recorded in 
561.170.  Provide the documentation that explains in detail if SCE was aware, prior to 
its 2009, 2012 and 2015 GRC, that it needed to “prepare for impending retirements of 
highly qualified and experienced personnel” and that its “GCC must maintain a 
pipeline of trained personnel”.  If SCE was aware of impeding retirements prior to 
filing its 2009, 2012, and 2015 GRCs, provide the documentation that explains in 
detail specifically what SCE has been doing to prepare based on SCE’s staffing level 
shown in Figure II-3 on page 7 which shows the average staffing level for 2008-2012 
to be 29.8. 

 

SCE’s response: 

SCE has always been aware that it needs to prepare for impeding retirements at the 
GCC, and has continually maintained a pipeline of trained personnel.  This is why in 
each of the past three GRCs, SCE has requested funding for additional GCC 
personnel, has hired trainees, and has trained them to be prepared to take over for 
retirees. 

 

ORA asked:582 

SCE forecasts $8.835 million for its Grid Control Operation expenses recorded in 
561.170.  SCE states on page 8 that a “GCC staff of 41 is required by 2015 for the 
GCC and AGCC to be adequately staffed to handle the workload going forward”.  
SCE hired five additional positions in early 2013 that were authorized in its 2012 
GRC.  SCE states further on page 8 that its “EMS data points increased to almost 
305,000 by 2012, a more than 20% increase” and this increase took place at a time 
when SCE maintained a staffing level of 31 for 2010-2012.  Provide the 
documentation that explains in detail and demonstrates fully why its current staffing 
level is insufficient to address its work activities in the Test Year. 
 

SCE’s response: 
 
SCE explained in detail in testimony (SCE-03, Volume 07, page 8) why its current 
GCC staffing level is insufficient to address activities in the Test Year.  SCE needs to 
hire additional power system operators and engineers to staff the AGCC, an 
additional manager to allow for around-the-clock management coverage, and 

                                              
581 Ex. ORA-9, p. 28, citing DRA-066-TLG, Q.10-e. 
582 Ex. ORa-9, p. 28, citing DRA-066-TLG, Q.10-f. 



141 

additional power system operator trainees that can be trained and ready to take over 
for personnel that will soon be retiring. 

 

SCE’s responses are similar to the arguments it made in the last two GRCs.   SCE 

received sufficient funding in those GRCs for additional staffing, yet its staffing level remains 

flat.  SCE’s recorded expenses in Account 561.170 do not reflect the increased funding it has 

been authorized in its TY 2009 and TY 2012 GRCs, and SCE continues to incur substantial costs 

for overtime and double-time, as if it never received funding for additional positions and still has 

staff shortages.  In its TY 2009 GRC,  SCE requested and was authorized funding of $12.301 

million in Account 562.100, which included funding for twenty additional positions for its Grid 

Operations and six of the twenty requested positions were supposed to be for power system 

operators.583  Based on the information in Table 9-15 above, SCE’s staffing level only shows an 

increase of two between 2009 and 2010 from 29 employees to 31.  In its TY 2012 GRC, SCE 

was authorized funding for Account 561.170584 for six additional positions for its GCC and its 

alternate Grid Control Center (AGCC).585  

SCE has sufficient funding and work force based on historical information.  SCE has 

overtime and double-time costs embedded in its historical expenses that it can utilize to fund its 

proposed GCC positions.  ORA’s estimate of $6.678 million, which is the highest recorded 

expenses for the five year period (2008-2012), is a reasonable TY estimate. 

Troublemen Activities (FERC Account 583.170) 

SCE’s forecast of $32.665 million includes funding for “18 additional troublemen” 

positions.586  SCE’s request is not justified as there is sufficient funding in recorded expenses to 

address its proposed positions.  SCE’s 2012 recorded expenses in Account 583.170 include 

$9,583,683 of Premium Time/overtime,587 which can be reallocated for additional positions.   

                                              
583 D.09-03-025, p. 52.  SCE argued in its 2009 GRC that it required the funding for the twenty additional positions 
because it had staff shortages “for the past several years” and SCE had 40 percent overtime/double premium rates in 
addition to regular salary embedded in its recorded expenses.  Based on SCE’s response to DRA-066-TLG, Q.10-c, 
six of the twenty positions requested in SCE’s 2009 GRC were for power system operators.     
584 In SCE’s 2012 and 2015 GRCs, SCE reorganized/consolidated/eliminated accounts and the accounts are different 
from its 2009 filing.  
585 D.12-11-051, pp. 205-207.  SCE states “By early 2013, SCE had filled five of the six additional authorized 
positions” (Ex. SCE-3, Vol. 7, p. 8). 
586 Ex. SCE-3, Vol. 7, p. 22. 
587 Ex. ORA-9, p. 31 citing DRA-066-TLG, Q.13-d. 
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In D.12-11-051 (page 278), SCE requested funding for 7,139 positions and was 

authorized funding for 7,037 additional positions over its 2009 staffing level of 6,115.  SCE’s 2012 staffing 

level is 6,475588 and its 2013 staffing level is 6,101.589  ORA requested additional information on SCE’s forecast. 

ORA asked:590 

 

Provide the documentation that explains in detail all the recorded safety 
and reliability problems SCE has experienced between 2008-2013 due to 
its inadequate staffing levels.  SCE stated on page 22 that it “has 
determined that it needs to hire 18 additional troublemen.” 

 

SCE’s response: 

SCE has not experienced any safety or reliability problems related to 
inadequate troublemen staffing levels.  As stated in testimony, SCE is 
hiring additional troublemen to provide adequate coverage for each of the 
155 areas in its service territory.  The additional hiring will result in cost 
savings due to reduced levels of overtime.  See, also, page 124 of the 
workpapers to Exhibit SCE-03, Volume 7.  

 

SCE’s recorded expenses in Account 583.170 increased by $5.618 million between 2008 

and 2009, and then decreased by $4.154 million between 2009 and 2010.  Between 2010 and 

2011 the recorded expenses remained flat.  SCE’s recorded expenses increased by $1.866 million 

between 2011 and 2012.  The average for the five year period (2008-2012) is $30.384 million 

and the three year average (2010-2012) is $30.094 million.  ORA’s TY estimate of $31.336 

million, utilizing SCE’s 2012 recorded expenses, is reasonable and supported by the historical 

expense levels. 

Service Guarantees (FERC Account 587.170) 

In D.06-05-016, which addressed SCE’s 2006 GRC, SCE’s service guarantee program 

was continued as adopted in D.04-07-022 with SCE’s shareholders funding the credits.  ORA 

recommends that SCE continue the service guarantee program adopted in D.04-07-022 and that 

SCE’s shareholders continue to fund the service guarantee credits.   In D.06-05-016 the 

Commission stated:591 

                                              
588 Ex. ORA-9, p. 31, citing DRA-075-TLG Supplemental, Q.5. 
589 Ex. ORA-9, p. 31 citing DRA-299-TLG, Q.1. 
590 Ex. ORA-9, p. 31 citing DRA-066-TLG, Q.13-b. 
591 D.06-05-016, p. 122.  In the decision on SCE’s TY 2009 GRC (D.09-03-025, p. 94) the Commission continued 
the approach it adopted in SCE’s TY 2006 GRC and assigned the liability for missed commitments to shareholders. 
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Regarding the payments to customers, these are payments that result from the 
company not meeting its commitments to individual customers.  If the company is 
unable to meet its commitments, the shareholders and not ratepayers should be 
responsible for reimbursing the inconvenienced customer.  
 

In D.12-11-051 which addressed SCE’s 2012 GRC, the Commission stated:592 

We agree with DRA that SCE’s proposal to have ratepayers fund baseline service 
guarantee credits should be denied.  The Commission has adopted this view in the 
two previous Edison GRCs and the utility has not articulated persuasive arguments 
for reversing this longstanding policy decision. 
 
SCE has not articulated a persuasive argument for reversing this long standing policy. 

Distribution Storm Expenses (FERC Account 598.170) 

SCE’s request for an increase of 125% over 2012 recorded adjusted expenses is not 

justified.593  SCE’s expenses declined by $16.346 million between 2008 and 2012.  SCE states 

“In examining our spending in 2012, it is also worth noting that expenses related to storms or 

weather disturbances were significantly lower than the historical average”.594  ORA utilized 

SCE’s most recent data in its TY estimate of $10.156 million based on a three year average 

(2010-2012).  Given the uncertainty and unpredictability of the weather, ORA recommends a 

one-way balancing account to track and record expenses related to storms and weather 

disturbances recorded in Accounts 598.170 and 573.170.  Implementing a one-way balancing 

account will benefit ratepayers by ensuring that if SCE’s expenses related to storms or weather 

disturbances are lower than forecasted, unspent funds will be returned to ratepayers.     

In D.12-11-051, SCE was authorized $18.732 million (or $20.704 million including 

allocated costs595) for Account 598.170.596  SCE’s 2012 recorded expenses of $5.517 million are 

$13.215 million less than its authorized amount of $18.732 million. 

Operational Facilities Maintenance –Capital 

                                              
592 D.12-11-051, p. 228. 
593 SCE’s labor expense forecast for Account 598.170, which utilizes a five year average, is overstated: “The five-
year average labor costs are higher than the 2012 recorded labor costs.  This does not reflect insufficient staffing 
levels, as SCE utilizes existing staff as needed to respond to storm activities” (DRA-066-TLG, Q.8).  
594 Ex. SCE-3, Vol. 1, p. 16. 
595 Ex. ORA-9, p. 34, citing SCE Response to DRA-Verbal-004. 
596 D.12-11-051, p. 211. 
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For Operational Facilities Maintenance capital expenditures, ORA accepts SCE’s 2013 

capital expenditures, and has stipulated to SCE’s forecasts of $5.6 million in 2014, and $5.749 

million in 2015.597 

6.9. Transmission and Substation Maintenance 

Transmission and Substation Maintenance – O&M 

Transmission Substation Maintenance expense activities include transmission line 

inspection work, transmission line maintenance work, substation inspection and maintenance 

work, and other miscellaneous transmission expenses.  SCE forecasts $86.269 million for TY 

2015 transmission and substation maintenance activities.598  ORA’s corresponding TY estimate 

is $77.611 million, which is $8.658 million lower than SCE’s forecast. 

SCE’s 2012 authorized expenses for Transmission and Substation Maintenance were 

$79.8 million and its 2012 recorded expenses were $66.8 million.599  SCE spent $13 million less 

in 2012 than authorized on Transmission and Substation Maintenance.600 

Transmission Line Inspection Work 

Transmission Overhead Inspections and Patrols (FERC Account 566.150) 

SCE records expenses for overhead inspections and patrols in Sub-Account 566.150.  

SCE conducts routine inspections and patrols of its overhead transmission lines, along with the 

structures supporting them.  SCE forecasts $4.337 million for its TY expenses.  ORA’s 

corresponding TY forecast is $4.218 million.601 

SCE developed its TY forecast of $4.337 million by multiplying the five-year average 

(2008-2012) cost per line mile by the number of forecast overhead line miles.  SCE developed its 

overhead line mile forecast using specific transmission projects going into service between 2013 

and 2015. 

ORA disputes SCE’s forecast number of overhead transmission line miles.  Historically, 

SCE’s overhead transmission lines have never increased by more than 80 line miles between any 

two years for the past 11 years.  SCE forecasts an increase of 301 line miles in 2013, 144 line 
                                              
597 Ex. ORA-57-R. 
598 Ex. SCE-3, Vol. 5, p. 2. 
599 Ex. SCE-3, Vol. 8, p. 4. 
600 Ex. ORA-8, p. 37. 
601 Ex. ORA-8, p. 38. 
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miles in 2014, and 46 line miles in 2015.  In the current GRC, SCE forecasts that the 

transmission system would increase by 301 line miles from 11,810 line miles in 2012 to 12,111 

miles in 2013.  SCE’s 2013 forecast was inaccurate. ORA asked SCE to provide the total miles 

of recorded overhead transmission lines inspected in 2013.  SCE stated:  “At the end of 2013, 

SCE had 11,861 miles of overhead transmission lines. As SCE stated in its testimony in SCE-03 

Volume 08, ‘inspections occur at least annually.’ SCE inspected all of its transmission line miles 

in 2013.” 602  Consistent with historical trends, SCE’s transmission system increased by 51 line 

miles from 11,810 line miles in 2012 to 11,861 line miles in 2013.  SCE’s forecast increase of 

301 overhead transmission lines in 2013 was overstated by 250 line miles.  SCE’s forecast for 

TY 2015 overhead transmission lines is also overstated. 

 ORA examined SCE’s forecast increase in transmission lines by looking at the specific 

transmission projects expected to go into service between 2013-2015.  SCE provided ORA with 

a project-by-project list of transmission projects by year and the associated line miles coming 

online.603  Many of the overhead lines being forecast by SCE are pre-existing lines that are being 

rebuilt rather than newly constructed.  The following transmission line projects identified by 

SCE involve rebuilding existing transmission lines:  Tehachapi Renewable Transmission 

Segment 5 (18 miles), Segment 6 (32 miles), Segment 7 (16 miles), and Segment 8(40 miles).  

For example, the project description for Segment 7 of the Tehachapi Renewable Transmission 

Projects states: “Segment 7- Rebuild approximately 16 miles of existing 220 kV transmission 

line to 500 kV standards from the southern boundary of the ANF to the existing Mesa 

Substation.  This segment would replace the existing Antelope-Mesa 220 kV T/L.”604 

ORA asked SCE to clarify whether it was re- building existing transmission lines for 

Segments 5-8 of the Tehachapi Renewable Transmission Project.  In response, SCE said it was 

“… rebuilding sections of 220 kV transmission lines into double circuit 220 kV and new 500 kV 

lines.”605 

                                              
602 Ex. ORA-8, p. 39, citing SCE response to DRA-242-EJ1, Q.3. 
603 Ex. ORA-8, p. 40, citing SCE response to DRA-013-EJ1, Q.3. 
604 Ex. ORA-8, p. 40, citing SCE response to DRA-013-EJ1, Q.3. 
605 Ex. ORA-8, p. 40, citing SCE response to DRA-242-EJ1, Q.5. 
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In the case that line miles are being rebuilt rather than newly constructed, it is unclear 

why total line miles would increase.  However, SCE forecasts an increase in total line miles as a 

result of these projects. 

ORA developed its TY forecast of $4.218 million by multiplying SCE’s forecast cost per 

line by ORA’s forecast overhead line miles of 11,949.  ORA developed its line mile forecast by 

calculating the average rate by which transmission line miles have increased for the past 5 years 

(2008-2013) and applying it to the 2013 recorded number of line miles.   

ORA’s forecast for overhead line miles is much more realistic than SCE’s forecast based 

on SCE’s historical data.606  ORA’s forecast of $4.218 million is also $0.082 greater than a five-

year average (2008-2012) of recorded costs and should be sufficient to cover SCE’s expenses. 

SCE’s Rebuttal repeats arguments it made in its direct testimony, which ORA has already 

addressed.  Nothing in SCE’s Rebuttal gives ORA any reason to change its recommendations. 

Insulator Washing (FERC Account 571.150) 

SCE records expenses for Insulator Washing in Sub-Account 571.150.  Insulator washing 

entails removing contaminants such as salt, dirt, or pollutants from insulators.  SCE forecasts 

$5.678 million for its TY 2015 insulator washing expenses, which is an increase of $0.408 

million over 2012 recorded expenses of $5.270 million.  ORA’s corresponding TY forecast is 

$5.520 million, which is an increase of $0.250 million over 2012 recorded expenses of $5.270 

million.607    

SCE developed its TY forecast of $5.678 million by multiplying the five-year average 

cost per line mile by SCE’s forecast number of overhead transmission line miles.  SCE 

developed the line mile forecast using specific transmission projects going into service between 

2013 and 2015.  ORA stated its issues with SCE’s forecast number of line miles in detail above 

in connection with Transmission Overhead Inspections and Patrols (FERC Account 566.150).608 

ORA developed its TY forecast of $5.520 million by multiplying SCE’s forecast cost per 

line mile by ORA’s forecast line miles of 11,949.  ORA developed its line mile forecast by 

calculating the average rate by which transmission line miles have increased for the past 5 years 

                                              
606 Ex. ORA-8, p. 39, Table 8-39, and p. 41 Table 8-40. 
607 Ex. ORA-8, p. 42. 
608 See explanation provided in 566.150-Transmission Overhead Inspections and Patrols (Ex. ORA-8,  
p. 37). 
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(2009-2013) and applying it to the 2013 recorded number of line miles.609  ORA’s forecast for 

overhead line miles is much more realistic than that of SCE’s forecast based on SCE’s historical 

data.  ORA’s forecast of $5.520 million is greater than both 2012 recorded expenses of $5.270 

million and the five-year average of historical expenses (2008-2012) of $5.415 million. 

SCE’s Rebuttal repeats arguments it made in its direct testimony, which ORA has already 

addressed.  Nothing in SCE’s Rebuttal gives ORA any reason to change its recommendations. 

Road and Right-of-Way Maintenance (FERC Account 571.150)  

SCE records Road and Right-of-Way Maintenance in Sub-Account 571.150.  

Maintenance activities of SCE’s roads and rights of way include annual grading, repairs of 

damaged storm drains, repairs of access roads, and annual brush clearing along access roads.  

SCE forecasts $9.161 million for its road-and-right of way maintenance, which is an increase of 

$1.037 million over 2012 recorded expenses of $8.124 million.  ORA’s corresponding TY 

forecast is $8.902 million, which is an increase of $0.778 million over 2012 recorded expenses of 

$8.124 million.610 

SCE developed its TY forecast of $9.161 million by multiplying the five-year average 

cost per line mile by SCE’s forecast number of line miles.  SCE developed the line mile forecast 

using specific transmission projects going into service between 2013 and 2015.  ORA explains 

the reasons for its disagreement with SCE’s forecast number of line miles in detail above in 

connection with “Transmission Overhead Inspections and Patrols and in its testimony.611 

ORA developed its TY forecast of $8.902 million by multiplying SCE’s forecast cost per 

line miles by ORA’s forecast line miles of 11,949.  ORA developed its line mile forecast by 

calculating the average rate by which transmission line miles have increased for the past 5 years 

(2009-2013) and applying it to the 2013 recorded number of line miles.612  ORA’s forecast for 

overhead line miles is much more realistic than SCE’s forecast based on SCE’s historical data.  

ORA’s forecast of $8.902 million is greater than both the 2012 recorded cost of $8.124 million 

and the five-year average (2008-2012) of historical expenses of $8.735 million. 

Transmission Vegetation Management (FERC Account 571.150) 

                                              
609 See Ex. ORA-8, pp. 37-41. 
610 ORA-8, p. 43. 
611 See Ex. ORA-8, pp. 37-41, and discussion above in Transmission Overhead Inspections and Patrols. 
612 See Ex. ORA-8, pp. 37-41, and discussion above in Transmission Overhead Inspections and Patrols.  
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SCE records transmission vegetation management in Sub-Account 571.150.  SCE 

forecasts $6.503 million for its TY expenses, which is an increase of $2.158 million or 49.67% 

over 2012 recorded costs of $4.345 million.  ORA’s corresponding TY forecast is $4.345 

million. 

SCE developed its forecast by using 2012 recorded expenses of $4.345 million with an 

increase of $2.158 million to begin work on a vegetation management program in the Big Creek 

(“BC”) Area.   

In direct testimony, SCE said that, “[i]n 2012, an incident occurred where a tree fell into 

the BC line from outside the right of way (ROW).  Since that time, SCE has been working with 

the USFS to perform more work in the BC area… SCE is launching an initial effort this 

September to more proactively manage the BC corridor and vegetation in proximity to the 

lines.”613  In connection with that testimony, ORA asked SCE to explain in detail how it was 

working with the U.S. Forest Service (USFS) and how this effort has affected the costs 

associated with transmission vegetation management.” 

SCE’s response was that: 
 

SCE has continued to identify and remove trees in accordance with 
regulations that preceded FAC-003-2, and those costs are shown in 
the Transmission Vegetation Management account.  In parallel 
with these efforts, SCE has worked with the USFS to advance the 
permitting process that must be completed before additional work 
required to comply with FAC-003-02 can begin.  The incremental 
costs forecast for these new activities are reflected in this 
account.614 

SCE's projected start date for vegetation management in the Big Creek Corridor was 

September 2013.  In October 2013, ORA asked SCE about the progress of the permitting process 

that SCE was working with USFS to advance and the progress of the Big Creek vegetation 

management program.  SCE’s response was that: 

 
SCE expected to receive final permits prior to beginning work in 
September. However, the USFS was unable to issue the permits 
required by the expected dates due to staffing limitations, therefore 

                                              
613 Ex. SCE-3, vol. 6, Pt. 1, p. 22. 
614 Ex. ORA-8, p. 45. 
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SCE has not yet begun the proposed work. SCE expects to receive 
the necessary permits sometime in early 2014. 615 

 
On March 21, 2014, ORA asked for an updated status on the permitting process and for 

SCE to identify 2014 expenses associated with work on BC Corridor vegetation management.616  

SCE’s response was that it was still waiting for approval from USFS and has not yet begun work 

on the BC corridor project. 

SCE forecasted 2013 expenses of $1.530 million and 2014 expenses of $2.158 million for 

the Big Creek Corridor Project.  As of ORA’s last inquiry in March 21, 2014, SCE had not 

received the USFS permit required to begin work and has no recorded expenses for the project. 

617 SCE is behind schedule and it is unclear when SCE will receive the necessary permits to 

begin work on the Big Creek Corridor. 

ORA has no historical data from 2013 on which to assess SCE’s forecast.  Therefore, 

ORA asked SCE for more information about how it developed its forecasts and rate of work.  

ORA asked SCE how it forecasted the number of trees it expects to remove and the number of 

miles it expects to clear.618  SCE’s response was that: 

SCE estimates that 500 trees and 10 miles of clearing reflect what 
can reasonably be completed in a given year due to weather, 
environmental constraints, work limitations during high fire 
periods, and nesting seasons which can limit the work window to 3 
or 4 months per year on average.  SCE’s forecast is based on this 
limited work window and what can reasonably be completed in 
this timeframe.  Given these constraints, and based on our 
experience in the area with similar projects, we estimated that there 
will be adequate time and accessibility to remove 500 trees. 

 
SCE determined its constraints “based on our experience in the area with similar 

projects”, but at the time ORA submitted its testimony in August 2014, SCE was already far 

behind schedule.  Since information SCE provided showed that SCE had recorded $600 in 2012 

expenses to FERC Account 593.120, and $28,100 in expenses in 2013 to  FERC 

Account571.150 ($ are nominal/unadjusted), ORA concluded that SCE could use embedded 

                                              
615 Ex. ORA-8, p. 46, citing SCE response to DRA-013-EJ1, Q.12c. 
616 Ex. ORA-8, p. 46, citing SCE response to DRA-242-EJ1, Q.11. 
617 Ex. ORA-8, p. 47, citing SCE response to DRA-242-EJ1, Q.11 is dated 3/21/2014. 
618 Ex. ORA-8, p. 47, citing SCE response to ORA-013-EJ1, Q.13b. 
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funding from completed work such as these and other projects to address emergent work.619  

ORA, therefore, recommended a TY 2015 forecast of $4.345 million.   

In Rebuttal, SCE said that “SCE faced delays in obtaining permits from the forest service, 

which did delay project implementation by one year.  However, as indicated in the supplemental 

data request response to DRA-242-EJ1, Question 11, SCE has obtained permission from private 

landowners and can now proceed with the proposed work on private land, and expects to 

complete all permitting this year.”620  Therefore, according to SCE, “[t]his program is starting 

one year later than originally scheduled, but there is no impact to the test year forecast.”621 

The data request response SCE references is dated September 2, 2014, nearly a month 

after ORA submitted its testimony.  But the real problem with SCE’s attempt to shore up its TY 

forecast in its Rebuttal is that SCE never before mentioned anything about work on private lands 

in connection with this request.  

Privately owned land is mentioned for the first time after ORA submitted its testimony.  

Before this, SCE only ever discusses the need to obtain permits from UFS as the reason it has not 

moved forward with the project, even stating that it is SCE’s work “with the USFS to advance 

the permitting process that must be completed before additional work required to comply with 

FAC-003-02 can begin.”622 And SCE still has no evidence that the permitting process from the 

US Forest Service is any closer to completion than it was when SCE filed its Application. 

In its Supplemental data response, SCE states that “As of August 25, 2014, SCE was still 

awaiting final permits from USFS.”623  SCE has still not received them. 

ORA continues to recommend a TY 2015 forecast of no more than $4.345 million for this 

account. 

Miscellaneous Transmission Expenses 

Miscellaneous transmission expenses include transmission line rents, transmission line 

expenses, and transmission line rating remediation.   

Transmission Line Rents (FERC Account 566.150) 

                                              
619 Ex. ORA-8, p. 47. 
620 Ex. SCE-19, vol. 6, Pt. 1, p. 11. 
621 Ex. SCE-19, vol. 6, Pt. 1, p. 11. 
622 Ex. ORA-8, p. 45, citing SCE response to ORA-013-EJ1, Q. 12.a. 
623 Ex. SCE-19, Vol. 6, p. Pt. 1, p. A-15. citing Supplement data request response to DRA-242-EJ1, Q. 11. 
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SCE records expenses for transmission line rents in Sub-Account 566.150.  Transmission 

line rents refer to the expenses SCE incurs in order to rent property that SCE does not own but 

requires for its transmission system.    

SCE forecasts $15.351 million for its TY expenses, which is an increase of $5.862 

million or 61.72% over 2012 recorded expenses of $9.498 million.  ORA’s corresponding TY 

forecast is $15.184 million, 56.80% over 2012 recorded expenses of $9.489 million.624 

SCE developed its TY forecast by using 2012 recorded expenses of $9.489 million and 

applying an annual escalation of 1.9%, which is the standard published escalation rate as per the 

Bureau of Land Management (BLM).  In addition, SCE forecasted an increase of $5.862 million 

in line rent expenses for transmission lines that run through the Morongo Indian Reservation.  

SCE used a 3-year average of its 2015-2017 forecasts to levelize expenses. 

ORA’s TY estimate is $15.184 million, which is the 2015 forecast developed by SCE.  

ORA disputes SCE’s levelization of 2015-2017 forecast expenses.  By averaging 2015-2017 

forecast expenses, SCE is charging ratepayers in the test year for escalation costs that will occur 

in 2016 and 2017.  The attrition mechanism already provides appropriate increases for 2016 and 

2017 and ratepayers in the TY should not be charged for standard escalation expenses that will 

be captured in the post test year increases.   

In Rebuttal, SCE repeats is “levelization” arguments which ORA’s testimony already 

addresses.  ORA, therefore, continues to recommend a TY forecast of $15.184 million which is 

$5.695 million greater than 2012 recorded and is sufficient to cover emerging TY expenses. 

Transmission Line Rating Remediation (FERC Account 566.150) 

SCE records expenses for transmission line rating remediation in Sub-Account 566.150.  

T&D has been conducting a Transmission Line Rating Study to identify transmission lines that 

are potentially in violation of General Order (GO) 95.  The Transmission Line Rating 

Remediation program includes the remediation costs associated with addressing the transmission 

lines that require line clearance remediation.  SCE forecasts $3.629 million for its TY expense.  

ORA’s corresponding TY estimate is $0.188 million.625 

SCE used an itemized forecast to develop its TY estimate of $3.629 million.  The 

estimate is based on the number of transmission spans that SCE forecasts it will complete in the 

                                              
624 Ex. ORA-8, p. 49. 
625 Ex. ORA-8, p. 50. 
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test year.  SCE used a 3-year average of 2015-2017 forecasts to levelize expenses.  In response to 

an ORA data request, SCE stated:  “In preparing this data request response, SCE determined that 

there were a few calculation errors in its original forecast. Once these errors were corrected, SCE 

determined that the 2015 forecast for TLRR O&M expenses should be revised from $3.629 

million to $3.379 million.”626 

SCE’s direct testimony provides insufficient information to justify an increase of $3.379 

million in ratepayer funding for this project.  Although ORA requested on multiple occasions for 

SCE to provide 2013 expenses in the same format that SCE uses in its GRC funding request, 

SCE did not do so.627  With no historical context to evaluate the progress of SCE’s Transmission 

Line Rating Remediation program, ORA cannot agree that SCE’s forecast is reasonable or 

justified. 

ORA developed its corresponding TY estimate of $0.188 million by removing FERC-

related costs from SCE’s forecast.  In SCE’s “Revised TLRR OM Expense Forecast”, SCE 

provides a breakdown of costs by CPUC and FERC jurisdiction.  ORA removed all costs which 

SCE states is under FERC jurisdiction.  In addition, ORA does not levelize the 2015-2017 

forecasts.628   

In Rebuttal, SCE says that “ORA is incorrect to remove [expenses related to TLRR 

activities for SCE’s FERC-jurisdictional assets] from this subaccount…. The allocation of O&M 

expense between CPUC and FERC is performed in the Results of Operations model.”629 

As noted elsewhere in this brief, and in ORA testimony, ORA has little confidence that 

all FERC costs have been removed from the revenue requirement generated by SCE’s RO 

Model.  ORA, therefore, continues to recommend $0.188 in the Test Year for this subaccount. 

Substation Inspection and Maintenance 

Substation inspection and maintenance includes transmission and distribution circuit 

breaker inspection and maintenance, transmission and distribution transformer inspection and 

maintenance, transmission and distribution relay inspection and maintenance, transmission and 

                                              
626 Ex. ORA-8, p. 51 citing SCE response to DRA-013-EJ1, Q.17.b. 
627 See, e.g., Ex. ORA-8, p. 51 citing SCE response to ORA-321-EJ1, Q.2 and SCE response to ORA-277-DFB, 
Q.1. 
628 Ex. ORA-8, p. 52. 
629 Ex. SCE-19, Vol. 8, p. 9. 
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distribution miscellaneous equipment inspection and maintenance, SSID maintenance performed 

on substation equipment, transmission and distribution maintenance crew supervision, 

miscellaneous substation expenses, and transmission and distribution substation work performed 

by power production. 

Transmission and Distribution Circuit Breaker Inspection and Maintenance (FERC 
Account 568.150 and 592.150) 

SCE records expenses for circuit breaker inspection and maintenance in Sub-Accounts 

568.150 and 592.150.  SCE records transmission expenses in Sub-Account 568.150 and 

distribution expenses in Sub-Account 592.150.  SCE forecasts $2.855 million for its transmission 

TY expenses and $3.722 million for its distribution TY expenses.  ORA’s corresponding forecast 

is $2.761 million for transmission expenses and $3.619 million for distribution expenses.630 

SCE developed its forecasts by multiplying the five-year average cost per circuit breaker 

by the forecast number of circuit breakers SCE expects to have on its system in 2013-2015.   

SCE overstated the number of transmission and distribution circuit breakers it expected to 

add to its system in 2013.  SCE forecasted that the number of transmission circuit breakers 

would increase by 100 from 1,587 in 2012 to 1,687 in 2013.  Instead, the number of transmission 

circuit breakers decreased by 26 to 1,561 in 2013.631  SCE forecasted that the number of 

distribution circuit breakers would increase by 162 from 10,194 in 2012 to 10,356 in 2013.  

Instead, the number of distribution circuit breakers decreased by 192 to 9,998 in 2013.632  SCE 

vastly overstated its 2013 forecast for transmission and distribution circuit breakers.  In both 

situations, the number of circuit breakers decreased instead of increasing as forecasted.  SCE’s 

TY 2015 forecast is overstated given that its 2013 forecast is above the actual 2013 recorded 

data. 

ORA also asked SCE more about circuit breaker inspection and maintenance work that 

SCE limited in 2011 and 2012.633  SCE’s response was that “SCE limited its work in 2011 and 

2012 by postponing repairs and more intrusive maintenance that did not pose a threat to maintain 

                                              
630 Ex. ORA-8, p. 53. 
631 Ex. ORA-8, citing SCE response to DRA-242-EJ1, Q.15. 
632 Ex. ORA-8, citing SCE response to DRA-242-EJ1, Q.16. 
633 Ex. ORA-8, citing SCE response to DRA-242-EJ1, Q.17. 
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a safe and reliable electrical grid. SCE began to ramp up this work in 2013, and anticipates that it 

will take up to four years to catch-up.”634 

 SCE plans to “catch-up” for the next four years on work that it deferred in 2011 and 

2012.  SCE has embedded costs to address routine work activities including circuit breaker 

inspection and maintenance.  Deferred maintenance should not be charged to ratepayers who 

already provide the embedded funding necessary to address routine expenses. 

ORA developed its TY forecast of $2.761 million for transmission expenses by 

multiplying SCE’s forecasted cost per circuit breaker by ORA’s forecast of 1,665 transmission 

circuit breakers  SCE’s forecast of $2.761 million is higher than all recorded historical expenses 

(2008-2012).  ORA developed its TY forecast of $3.619 million for distribution expenses by 

multiplying SCE’s forecast cost per circuit breaker by ORA’s forecast of 10,167 distribution 

circuit breakers  SCE’s forecast of $3.619 million is higher than the five-year average (2008-

2012) of historical expenses of $3.551 million.  ORA developed its forecasts for transmission 

and distribution circuit breakers by calculating the average rate by which circuit breakers have 

increased for the past 5 years (2008-2013) and applying it to the 2013 recorded number of circuit 

breakers.  ORA’s forecasts for distribution and transmission circuit breakers is much more 

realistic than that of SCE’s forecasts based on SCE’s historical data.  Finally, expenses 

associated with deferred maintenance should not be allocated to ratepayers. 

Distribution Transformer Inspection and Maintenance (FERC Account 592.150) 

SCE records expenses for distribution transformer inspection and maintenance in Sub-

Account 592.150.  SCE forecasts $1.386 million for its TY expenses.  ORA’s corresponding 

forecast is $1.262 million. 

SCE developed its forecast by multiplying the five-year average cost per transformer by 

the forecast number of distribution transformers SCE expects to have on its system in 2013-

2015.  SCE forecast distribution transformers would increase from 2,487 in 2012 to 2,503 in 

2013; instead, distribution transformers decreased to 2,372 in 2013.635  As noted in ORA’s 

testimony, the number of distribution transformers has been decreasing since 2010.636  SCE 

                                              
634 Ex. ORA-8, citing SCE response to DRA-242-EJ1, Q.17. 
635 Ex. ORA-8, p. 58 citing SCE response to DRA-242-EJ1, Q.21. 
636 Ex. ORA-8, p. 58. 
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overstated the number of distribution transformers it expected to add to its system in 2013.  ORA 

concludes that SCE’s TY forecast is also overstated. 

ORA developed its TY forecast of $1.262 million for transmission expenses by 

multiplying SCE’s forecasted cost per circuit breaker by ORA’s forecast of 2,283 distribution 

circuit breakers.  ORA developed its forecast for distribution transformers by calculating the 

average rate by which transformers have increased for the past 5 years (2008-2013) and applying 

it to the 2013 recorded number of transformers.  ORA’s forecast for transmission transformers is 

more realistic than SCE’s forecast based on SCE’s historical data.   

Transmission Relay Inspection and Maintenance (FERC Account 568.150) 

SCE records expenses for transmission relay inspection and maintenance in Sub-Account 

568.150.  SCE forecasts $3.664 million for its TY expenses, which is an increase of $1.955 

million or 114.39% over 2012 recorded expenses of $1.709 million.  ORA’s corresponding TY 

forecast is $1.930 million.637 

SCE developed its forecast by multiplying the 2012 recorded cost by the forecast number 

of inspections.  SCE’s forecast includes additional expenses of $545,675 for transmission 

NERC/CIP-related relays work.638 

In 2011, SCE implemented changes to its relay inspection program.  SCE stated: “Prior to 

2011, SCE performed periodic inspections the year the inspection came due which was driven by 

the year the relay was installed.  Therefore, relay inspections in a given year could vary widely 

from year-to-year.  Due to the increased requirements now implemented on these assets, SCE has 

determined that it needs to levelize the number of inspections performed in a given year to 

balance workload from year to year.  This levelizing effort is shown in the forecast inspections 

for 2013-2015.”639   

SCE claims that it needs to levelize, and therefore increase, the number of inspections 

performed each year because of changes implemented in 2011 to its relay inspection program.  

Despite SCE’s claim that it needs to levelize relay inspections as a result of increased inspection 

requirements starting in 2011, the evidence shows that the number of transmission relay 

inspections decreased drastically in 2011 and continued to remain relatively low through 2013 

                                              
637 Ex. ORA-8, p. 59. 
638 Ex. ORA-8, p. 59 citing “NERC/CIP Relay Forecast” in Ex. SCE-3, Vol. 8, workpaper p. 104. 
639 Ex. SCE-3, Vol. 8, p. 28, lines 25-29. 
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compared to pre-2011 levels.  ORA asked SCE to provide more information on why the annual 

number of relay inspections has been relatively low starting in 2011.640  SCE’s response was 

that: 

Prior to 2011, SCE followed either a 2 or 4 year inspection cycle 
for each transmission relay depending on the type of relay being 
inspected.  During this time period, the number of relay inspections 
due in a given year was dependent on the number of relays 
installed in prior years, because the relay inspection cycle would 
start from the date that the relay was installed and initially 
inspected. 
 
Beginning in 2011, SCE changed its relay inspection frequency to 
every 6 years for all transmission relay inspections to align with 
the anticipated and subsequent approval of NERC Reliability 
Standard PRC-005-02, which decreased the number of relay 
inspections in subsequent years.641   

 
SCE is moving from a 2 to 4 year inspection cycle to a slower frequency inspection cycle 

of 6 years.  This “decreased the number of relay inspections in subsequent years.”  However, 

SCE now forecasts that the number of relay inspections will increase in 2013 and beyond.  When 

ORA asked SCE for more information, SCE’s response was that: 

Due to the increased requirements listed in SCE's response to 
DRA-013-EJ1, Q.23.a, SCE determined that it needs to levelize the 
inspections over the 6 year cycle. In the new program, SCE is in 
the process of moving relay inspections forward which started in 
2011. Although SCE was unable to move forward the total number 
of relay inspections required to levelize in 2011, 2012, and 2013, it 
has made progress in this effort. Because SCE was unable to move 
forward 1300 additional relay inspections over the 2011-2013 
period, SCE will need to accomplish these inspections along with 
the 1200+ inspections per year for years 2014-2016. This is typical 
when moving from one program to another program.642 
 

 SCE’s claim that it “is in the process of moving relay inspections forward which started 

in 2011” is contradicted by historical data, which illustrates that relay inspections in 2011-2013 

were much lower than pre-2011 levels.  SCE has failed to move forward at the rate it has 

                                              
640 Ex. ORA-8, p. 60, citing SCE response to DRA-013-EJ1, Q.22. 
641 Ex. ORA-8, p. 60 citing SCE response to DRA-013-EJ1, Q.22. 
642 Ex. ORA-8, p. 61 citing SCE response to DRA-242-EJ1, Q.25. 
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proposed.  SCE forecasted 1,215 relay inspections to be conducted in 2013, but only 915 relay 

inspections were conducted.643  SCE’s forecast was overstated by 300 relay inspections.  ORA 

concludes that SCE’s TY forecast is also overstated. 

SCE’s stated that “because SCE was unable to move forward 1300 additional relay 

inspections over the 2011-2013 period, SCE will need to accomplish these inspections along 

with the 1200+ inspections per year for years 2014-2016.”  SCE received ample funding to 

conduct relay inspections in the past GRC.644 These additional costs associated with deferred 

maintenance should not be charged to ratepayers. 

SCE requests an additional $545,675 for NERC/CIP related work.  SCE anticipates that 

NERC/CIP Version 5 will be implemented in 2015 which will require SCE to install cyber 

security patches for microprocessor relays.  In workpaper “NERC/CIP Relay Forecast” (SCE-03, 

Vol.8, WP page 104), SCE provides a FERC/PUC breakdown of NERC/CIP costs stating “15% 

of population is CPUC” and “85% of population is FERC.”  ORA removed the cost of $545,675 

from transmission expenses, which SCE states is under FERC jurisdiction. 

ORA developed its corresponding TY forecast of $1.930 million by multiplying the 2012 

cost per inspection by ORA’s TY forecast of 779 inspections. ORA developed its forecast of 779 

inspections by taking the average of 2011-2013 recorded annual inspections.645 This reflects 

SCE’s rate of work since it changed its program in 2011.  Forecasted inspections associated with 

deferred maintenance are not the responsibility of ratepayers.  ORA also removed transmission 

NERC/CIP related costs, which are covered under FERC jurisdiction.646 

In Rebuttal, SCE says that “fewer inspections performed than forecast in a given  year is 

not deferred maintenance because SCE is still on track to meet its compliance obligations by 

2016.”647  SCE is only on track to meet its compliance obligations if it does so at the cost of 

ratepayers by substantially increasing the number of inspections it conducts and the associated 

                                              
643 Ex. ORA-8, p. 61 citing SCE response to DRA-242-EJ1, Q.24. 
644 Ex. ORA-8, p. 62, footnote 79.  SCE’s 2012 authorized expenses for Transmission and Substation Maintenance 
were $79.8 million and its 2012 recorded expenses were $66.8 million (Ex. SCE-3, Vol. 8, p. 4). SCE was 
authorized $13 million in 2012 that it requested but did not spend on Transmission and Substation Maintenance 
Expenses. 
645 Ex. ORA-8, p. 62, footnote 80: 2011 inspections: 731; 2012 inspections: 690; 2013 inspections: 915; 3-year 
average = 779 inspections. 
646 Ex. ORA-8, p. 62. 
647 Ex. SCE-19, Vol. 8, p. 14. 
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costs in future years, including the Test Year. In its Rebuttal, SCE says that “SCE completed 

2,337 inspections between 2011 and 2013, which leaves 4,725 inspections (or 1.575 inspections 

a year) between 2014 and 2016.”648  Despite receiving enough funding for routine maintenance 

activities from the Commission, SCE must complete 102.18% more inspections through 2014-

2016 than it conducted in 2011-2013 in order to meet regulatory requirements.  This only 

reinforces ORA’s argument that SCE deferred maintenance. 

In Rebuttal, SCE also criticizes ORA for removing FERC-jurisdictional costs citing to its  

RO Model.  ORA’s reservations about the RO Model are discussed above. 

ORA continues to recommend that the Commission adopt its TY forecast of $1.930 

million.649 

Transmission and Distribution Miscellaneous Equipment Inspection and 
Maintenance (FERC Account 568.150 and 592.150) 

SCE records expenses for transmission and distribution miscellaneous equipment 

inspection and maintenance in Sub-Accounts 568.150 and 592.150.  Transmission expenses are 

recorded in Sub-Account 568.150 and distribution expenses are recorded in Sub-Account 

592.150.  The accounts include maintenance costs on of a wide variety of electrical equipment 

and structures inside a substation, excluding transformers, circuit breakers, and relays.   

SCE forecasts $3.135 million for transmission expenses and $3.795 for distribution 

expenses.  ORA’s corresponding TY forecast is $3.056 million for transmission expenses and 

$3.573 million for distribution expenses.650 

SCE developed its forecast by using 2012 recorded expenses and adding $800,000 in 

order to start maintaining and repairing disconnects on a programmatic basis.  SCE forecasts 

20% of costs for transmission disconnects and 80% of costs for distribution disconnects. 

SCE’s program to repair open disconnects started in 2013.  SCE forecasted total costs of 

$2.361 million needed to complete 1,513 open repairs over a three-year period.  SCE divided 

total forecasted costs for the disconnect program by 3 in order to calculate the annual forecasted 

cost of $0.787 million.651  In order to meet its TY forecast for the disconnect program, one-third 

                                              
648 Ex. ORA-8, p. 62. 
649 Ex. ORA-8, p. 62. 
650 Ex. ORA-8, p. 63. 
651 Ex. ORA-8, p. 64, footnote 81:  “Open Disconnect Repairs” Ex. SCE-3, Vol. 8, workpaper p. 106. 
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of the identified disconnects to date need to be repaired each year from 2013-2015.  SCE needs 

to perform repairs on approximately 423 distribution disconnects and 82 transmission 

disconnects.652  ORA asked SCE to identify the progress of its repairs.653  SCE’s response was 

that: 

In 2013, SCE performed 279 distribution and 43 transmission 
disconnect repairs.  SCE does not have 2013 cost information by 
sub-account, therefore SCE cannot provide 2013 cost per 
repair…654 

 
Instead of addressing one-third of the open repairs identified to date, SCE only performed 

279 of 1268 forecast repairs (22.00%) for distribution disconnects and 43 of 245 forecast repairs 

(17.55%) for transmission disconnects.  Given the 2013 data, ORA concludes that these 

percentages provide a more reasonable rate by which SCE will perform disconnect repairs.  

Therefore, ORA used the 2013 percentage of disconnects that were completed for both 

transmission and distribution and multiplied it by the total forecasted costs for the program 

provided by SCE. 655  ORA calculated an incremental increase of $0.419 million for distribution 

expenses and $0.081 million for transmission expenses associated with disconnect repairs, and   

developed its forecasts by adding the adjusted incremental costs to 2012 recorded expenses. 

In Rebuttal, SCE repeats its arguments from its direct testimony which ORA’s testimony 

has already addressed.  ORA, therefore, continues to recommend the Commission adopt a TY 

forecast of  $3.056 million for transmission expenses and $3.573 million for distribution 

expenses.656 

Transmission & Substation Maintenance – Capital 

SCE’s transmission system consists of over 12,000 miles of transmission lines that 

operate at varying voltage levels at or above 33 kV. California’s Independent System Operator 

(CAISO) controlled facilities, which are under FERC jurisdiction, include all lines of 500 kV or 

greater, most 22 kV, and certain 11kV and 66 kV lines.  Some of SCE’s substations are also 
                                              
652 Ex. ORA-8, p. 64, footnote 82:  SCE forecasts 1268 distribution open disconnect repairs to be completed in the 
next three years.  1268/3 = 423 repairs per year.  SCE forecasts 245 transmission open disconnect repairs to be 
completed in the next three years.  245/3 = 82 repairs per year.   
653 Ex. ORA-8, p. 64, citing SCE response to DRA-242-EJ1, Q.23. 
654 Ex. ORA-8, p. 64, citing SCE response to DRA-242-EJ1, Q.23. 
655 Distribution: 22.00% x $1,902,000 = $418,400; Transmission: 17.55% x $459,375 = $80,620. 
656 Ex. ORA-8, p. 63. 
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under CAISO jurisdiction.  All other facilities are non-CAISO related and the ratemaking 

treatment of these assets is under the jurisdiction of the Commission.  SCE’s system currently 

includes transmission substations and 789 distribution substations.657 

SCE ‘s 2015 forecast is $138.733;658  ORA recommends $98.8 million.659 

Transmission Capital Maintenance 

Transmission Capital Maintenance captures the costs to remove, replace, and retire assets 

on a reactive or programmatic basis.  Reactive replacements are initiated when equipment fails in 

place, equipment failure is imminent, or safety issues are identified.  Planned transmission 

capital maintenance is driven by inspection results to address emerging issues in a particular 

grid, equipment or structure type.660 

SCE’s forecast includes reactive capital maintenance, planned capital maintenance, and, 

for 2013, additional maintenance activities that have been identified within the transmission 

grids.661 

ORA accepts SCE’s 2013-2015 Transmission Capital Maintenance total forecast capital 

expenditures.  Since SCE’s actual 2013 transmission capital maintenance expenditures exceeded 

its forecast 2013 request, ORA adjusted SCE’s 2014 and 2015 forecast so that the 2012 constant 

dollar total of SCE’s 2013-2015 transmission capital maintenance expenditures equal ORA’s 

total 2013-2015 transmission capital maintenance capital expenditures, which were escalated 

into nominal dollars.662 

Transmission Relocations 

Relocation of transmission facilities falls into two categories, public and private 

improvements.  Public improvements are relocations required by government agencies.  These 

relocations are generally in public areas, such as thoroughfares or other public right of ways.  

Private improvements are relocations requested by private parties, and generally relate to 

                                              
657 Ex. SCE-3, Vol. 8, p. 1, lines 4-12. 
658 Ex. SCE-19, Vol. 8 
659 Ex. ORA-12, p. 28. 
660 Ex. SCE-3, Vol. 8, p. 40, lines 3-12. 
661 Ex. SCE-3, Vol. 8, p. 41, lines 2-4. 
662 Ex. ORA-12, p. 29. 
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improvements to private property or conflicts with public property as a condition of the 

development.663 

SCE claims that its forecast for transmission relocations is based on a specific forecast of 

the replacement projects anticipated for 2013-2017.664  

In SCE’s workpapers, SCE only identified projects that started in 2013, and finished no 

later than 2014.665  SCE’s forecast is its 2013 forecast escalated into 2015 with a double counting 

of a placeholder for smaller projects.666  SCE provided a status report of the projects in a data 

request.  Of the fourteen projects, three are currently on hold, seven are pending approval, two 

are pending payment, one is in construction, and one is in design with an estimated completion 

date at the end of 2017.667  None of the transmission relocation projects had engineering 

studies.668  SCE did not identify any new projects beginning in 2014 or 2015, and only identified 

the ones it planned to start in 2013.669 

ORA recommends that the Commission adopt SCE’s actual 2013 transmission relocation 

capital expenditures, adjusted for inflation, as a reasonable projection of these capital 

expenditures for 2014 and 2015.670 

Transmission Claims 

Transmission Claims captures the expenditures associated with casualty damage to 

transmission facilities, such as cars hitting and damaging poles.671  SCE utilized a five-year 

average to forecast its transmission claims capital expenditure forecast.672 

ORA accepts SCE’s 2013-2015 Transmission Claims total requested capital 

expenditures.  Since SCE’s actual 2013 capital expenditure exceeded its forecast for 

Transmission Claims, ORA adjusted SCE’s 2014 and 2015 capital expenditures so that the 2012 

                                              
663 Ex. SCE-3, Vol. 8, p. 42, lines 2-6. 
664 Ex. SCE-3, Vol. 8, p. 43, lines 4-5. 
665 Ex. SCE-3, Vol. 8, workpapers p. 151. 
666 Ex. ORA-12, p. 30 citing SCE response to DRA-088-MKB, Q.4. 

667 Ex. ORA-12, p. 30 citing SCE response to DRA-088-MKB, Q.1. 

668 Ex. ORA-12, p. 30 citing SCE response to DRA-088-MKB, Q.2. 

669 Ex. ORA-12, p. 30 citing SCE response to DRA-247-MKB, Q.3. 

670 Ex. ORA-12, p. 30. 
671 Ex. SCE-3, Vol. 8, p. 43, lines 9 and 10. 
672 Ex. SCE-3, Vol. 8, p. 44, lines 3 and 4. 
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constant dollar total of SCE’s 2013-2015 forecast Transmission Claims capital expenditures 

equal the 2012 constant dollar total ORA is recommending for the same period.  ORA then 

converted this number into nominal dollars.673 

Transmission Line Rating Remediation 

SCE has been conducting a transmission line rating study to identify transmission lines 

that are potentially in violation of GO 95.  As part of this study, SCE has completed its initial 

survey of all of its CAISO-controlled transmission lines built before 2005.674 

SCE forecast its Transmission Line Rating Remediation capital expenditures for 2013-

2015 based on specific, project-based forecasts.675 

ORA accepts SCE’s CPUC jurisdictional 2013-2015 Transmission Line Rating 

Remediation total requested capital expenditures.  Since SCE’s actual 2013 capital expenditures 

exceeded its forecast for Transmission Line Rating Remediation, ORA adjusted SCE’s 2014 and 

2015 capital expenditures so that the 2012 constant dollar total of SCE’s 2013-2015 forecast 

Transmission Line Rating Remediation capital expenditures equal the 2012 constant dollar total 

ORA is recommending for the same period.  ORA then converted this number into nominal 

dollars.676 

SCE’s May 2014 year to date capitalized expenditures annualized for Transmission Line 

Rating Remediation is less than ORA’s 2014 forecast by $18.3 million.677 

Transmission Spare Parts 

SCE is establishing a Transmission Spare Parts program to identify, purchase, and 

maintain emergency spare parts for its transmission grid.678  SCE’s forecast represents the cost to 

identify and purchase the initial inventory of spare parts.679 

ORA accepts SCE’s 2014 and 2015 Transmission Spare Parts requested capital 

expenditures.680 

                                              
673 Ex. ORA-12, p. 31. 
674 Ex. SCE-3, Vol. 8, p. 20, lines 8-11. 
675 Ex. SCE-3, Vol. 8, p. 45, lines 2 and 3. 
676 Ex. ORA-12, p. 31. 
677 Ex. ORA-12, p. 32, citing SCE response to DRA-325-MKB, Q.1 less ORA’s 2014 forecast. 
678 Ex. SCE-03, Vol. 8, p. 45, lines 6 and 7. 
679 Ex. SCE-3, Vol. 8, p. 46, lines 2 and 3. 
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Transmission Tool and Work Equipment 

Transmission Tool and Work Equipment includes “… the costs for acquiring and retiring 

portable tools and work equipment that cost more than $1,000.”681  SCE used recorded 2012 

expenditures as the basis for its forecast as SCE says it best reflects costs going forward.682 

ORA accepts SCE’s 2013-2015 Transmission Tool and Work Equipment total requested 

capital expenditures.  Since SCE’s actual 2013 capital expenditures exceeded its forecast for 

transmission tool and work equipment, ORA adjusted SCE’s 2014 and 2015 capital expenditures 

so that the 2012 constant dollar total of SCE’s 2013-2015 forecast Transmission Tool and Work 

Equipment capital expenditures equal the 2012 constant dollar total ORA is recommending for 

the same period.  ORA then converted this number into nominal dollars.683 

SCE’s May 2014 year to date capitalized expenditures annualized for Transmission Tools 

and Work Equipment is less than ORA’s 2014 forecast by $257,000.684 

Substation Capital Maintenance 

Substation Capital Maintenance captures the cost to remove, replace and retire assets on a 

reactive or programmatic basis.685  SCE based its forecast capital expenditures base on recorded 

2012 capital expenditures.686  SCE presents its request in three Work Breakdown Structure 

(WBS) elements: 

 Substation Capital Maintenance & Test Unplanned; 

 Miscellaneous Equipment; and, 

 Substation Capital Maintenance & Test Planned.687 

For Substation Capital Maintenance & Test Unplanned and Substation Capital 

Maintenance & Test Planned capital expenditures, ORA accepts SCE’s 2013-2015 total 

requested capital expenditures.  Since SCE’s actual CPUC jurisdictional 2013 capital 

                                                                                                                                                  
680 Ex. ORA-12, p. 32. 
681 Ex. SCE-3, Vol. 8, p. 46, lines 6 and 7. 
682 Ex. SCE-3, Vol. 8, p. 47, lines 5 and 6. 
683 Ex. ORA-12, p. 33. 
684 Ex. ORA-12, p. 33 citing SCE response to DRA-325-MKB, Q.1 less ORA’s 2014 forecast. 
685 Ex. SCE-3, Vol. 8, p. 47, lines 8 and 9. 
686 Ex. SCE-3, Vol. 8, p. 48, lines 29 and 30. 
687 Ex. SCE-3, Vol. 8, p. 47, Figure II-9, and footnote 18. 
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expenditures exceeded its forecast for these two areas, ORA adjusted SCE’s 2014 and 2015 

capital expenditures so that the 2012 constant dollar total of SCE’s 2013-2015 forecast capital 

expenditures equal the 2012 constant dollar total capital expenditures ORA is recommending for 

the same period.  ORA then converted this number into nominal dollars.688 

For Miscellaneous Equipment, ORA recommends that the Commission use SCE’s 2013 

actual capital expenditures for 2014 and 2015, adjusted for inflation. 

Online Transformer Monitoring 

The purpose of the Online Transformer Monitoring System is to improve and automate 

SCE’s transformer monitoring process.  SCE has implemented this project to collect additional 

data about the health of its fleet of AA and A transformers.689 

SCE based its Online Transformer Monitoring forecast on a specific installation plan for 

online transformer monitors over the next five years.690 

SCE did not perform an engineering study of its online-transformer monitoring 

program,691 but did provide a business case for online transformer monitoring in the 2012 GRC 

workpapers.692  On page iii of the business case, SCE’s consultant indicated that SCE could 

expect that, “A payback period of less than 5 years is expected for each Multi-gas monitor 

installation.”  In response to a data request, SCE stated that “No savings were included in [its] 

RO model related to [the] Online Transformer Monitoring, nor have any savings been realized to 

date.”693   

Up until 2015, the majority of these capital expenditures were allocated to CAISO and 

FERC.  In 2015, $3.4 million in capital expenditures will be allocated to the CPUC’s 

jurisdiction.  These costs were implemented so SCE could “collect additional data about the 

health of its fleet of AA and A transformers.”694  SCE should be required to demonstrate that 

                                              
688 Ex. ORA-12, p. 34. 
689 Ex. SCE-3, Vol. 8, p. 49, lines 2-7. 
690 Ex. SCE-3, Vol. 8, p. 50, lines 4 and 5. 
691 Ex. ORA-12, p. 35 citing SCE response to DRA-100-MKB, Q.3. 

692 Ex. ORA-12, p. 35 citing SCE response to DRA-100-MKB, Q.4. 

693 Ex. ORA-12, p. 35 citing SCE response to DRA-268-MKB, Q.1.a. 

694 Ex. SCE-3, Vol. 8, p. 49. 
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these expenditures are cost-effective before the CPUC allows SCE to recover them from CPUC-

jurisdictional ratepayers.   

ORA recommends that SCE’s capital expenditures be decreased by the amount allocated 

to CPUC ratepayers in 2015 for SCE’s Online Transformer Monitoring program until SCE 

provides concrete evidence that this program provides proven benefits to its customers.695  

Substation Protection and Control Replacements 

The Substation Protection and Control System Replacement program identifies and 

replaces protection and control equipment that is approaching the end of its service life, that 

contains components known to be problematic or no longer available, or that can no longer be 

cost-effectively maintained.696 

SCE claims that it has a specific plan for replacing both its distribution Protection and 

Control Equipment and its 500 kV and 220 kV relays.697 

No engineering studies were performed for these substation protection and control 

replacements.698  ORA asked SCE to provide documentation substantiating which equipment 

was approaching the end of its service life.  No documents were provided; SCE’s response was 

that the “information provided in testimony and workpapers represents a collective accumulation 

of information that was drawn from past cases as well as information provided in this case.”699   

ORA asked for a full copy of SCE’s problematic component evaluation instructions that 

it provides to employees to determine that certain equipment is no longer cost-effective to be 

maintained.  SCE’s response was that it “has not created documents mentioned in this data 

request.”700  

ORA also asked SCE for a copy of all cost-benefit studies performed to support its claim 

that this program identifies and replaces items that “can no longer be cost-effectively 

                                              
695 Ex. ORA-12, p. 35. 
696 Ex. SCE-3, Vol. 8, pp. 50 and 51, lines 9-15. 
697 Ex. SCE-3, Vol. 8, pp. 52, lines 4 and 5. 
698 Ex. ORA-12, p. 36 citing SCE response to DRA-102-MKB, Q.2.a. 

699 Ex. ORA-12, p. 36 citing SCE response to DRA-102-MKB, Q.2.b. 

700 Ex. ORA-12, p. 36 citing SCE response to DRA-102-MKB, Q.2.c. 
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maintained.”  SCE’s response was that it “had not performed cost-benefit studies to support these 

capital expenditures.”701 

ORA accepts SCE’s 2013-2015 Substation Protection and Control replacements total 

requested capital expenditures.  Since SCE’s actual 2013 capital expenditure exceeded its 

forecast for substation protection and control replacements, ORA adjusted SCE’s 2014 and 2015 

capital expenditures so that the 2012 constant dollar total of SCE’s 2013-2015 forecast 

substation protection and control replacements capital expenditures equal the 2012 constant 

dollar total ORA is recommending for the same period.  ORA then converted this number into 

nominal dollars.702 

Besides the costs discussed above, SCE ‘s direct testimony did not explain the IT costs 

associated with WBS element CIT-00-OP-NS-000016.  ORA addresses these telecommunication 

capital expenditures in Exhibit ORA-14 as part of a global telecommunication project. 

Substation Claims 

Substation Claims captures the expenditures associated with casualty damage to 

substation facilities, such as copper theft.703 

Because claim expenditures are outside of SCE’s control and vary significantly from year 

to year, SCE used a five year average to forecast these capital expenditures.704 

ORA accepts SCE’s 2013-2015 Substation Claims total requested capital expenditures.  

Since SCE’s actual 2013 capital expenditure exceeded its forecast for substation claims, ORA 

adjusted SCE’s 2014 and 2015 capital expenditures so that the 2012 constant dollar total of 

SCE’s 2013-2015 forecast substation claims capital expenditures equal the 2012 constant dollar 

total ORA is recommending for the same period.  ORA then converted this number into nominal 

dollars.705 

Substation Spare Parts 

                                              
701 Ex. ORA-12, p. 36 citing SCE response to DRA-102-MKB, Q.3.a. 

702 Ex. ORA-12, p. 36. 
703 Ex. SCE-3, Vol. 8, pp. 52, lines 9 and 10. 
704 Ex. SCE-3, Vol. 8, pp. 53, lines 2-4. 
705 Ex. ORA-12, p. 37. 
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Substation Spare Parts inventory enables SCE to reduce outage time at substations and 

minimize customer disruption caused by unplanned equipment failure.706  SCE utilized a five-

year average in developing its 2013-2017 substation spare parts capital expenditure forecast.707 

ORA accepts SCE’s 2014 and 2015 Substation Spare Parts capital expenditure 

forecast.708 

Substation Tools and Work Equipment 

Substation Tools and Work Equipment includes the cost of acquiring and retiring tools 

and work equipment that costs more than $1,000.709 

SCE utilized recorded 2012 actual Substation Tools and Work Equipment capital 

expenditures in developing its 2013-2017 forecast.710 

ORA accepts SCE’s 2013-2015 Substation Tools and Work Equipment total requested 

capital expenditures.  Since SCE’s actual 2013 capital expenditure exceeded its forecast for 

Substation Tools and Work Equipment, ORA adjusted SCE’s 2014 and 2015 capital 

expenditures so that the 2012 constant dollar total of SCE’s 2013-2015 forecast substation tool 

and work equipment capital expenditures equal the 2012 constant dollar total ORA is 

recommending for the same period.  ORA then converted this number into nominal dollars. 

SCE’s May 2014 year to date capitalized expenditures annualized for Substation Tools & 

Work Equipment is less than ORA’s 2014 forecast by $200 thousand.711 

6.10. Safety, Training, and Environmental Programs 

SCE developed its forecast by utilizing its 2012 recorded adjusted expenses for Sub-

Accounts 566.250, 573.250, 582.250, 588.250 and 598.250 plus incremental expenses for 

proposed projects and work activities.  The corresponding ORA estimate for SCE’s Safety, 

Training, and Environmental Programs is $58.296 million, which is $9.728 million less than 

SCE’s forecast.   

                                              
706 Ex. SCE-3, Vol. 8, pp. 53, lines 9 and 10. 
707 Ex. SCE-3, Vol. 8, pp. 54, lines 4 and 5. 
708 Ex. ORA-12, p. 37. 
709 Ex. SCE-3, Vol. 8, pp. 54, lines 11 and 12. 
710 Ex. SCE-3, Vol. 8, pp. 55, lines 8-10. 
711 Ex. ORA-12, p. 39, citing SCE response to DRA-325-MKB, Q.1 less ORA’s 2014 forecast. 
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SCE’s 2012 recorded expenses were $21.3 million less than authorized in its 2012 GRC, 

and ORA’s TY estimates take this fact into consideration.712  SCE states “In the 2012 GRC, the 

Commission authorized $79.5 million for safety, training, and environmental programs for the 

2012 test year, and SCE recorded $58.2 million…”713  SCE states further that “Most of the $21 

million difference was due to recorded training seat time and delivery expenses being 

significantly lower than authorized.”714  SCE also states that its lower spending was due in part 

to “T&D significantly reducing hiring due to the uncertain timeframe of the 2012 GRC 

Decision.”715   

SCE is not able to provide any specific documentation to quantify and support its 

statements that it significantly reduced its hiring.  ORA requested that SCE provide 

documentation regarding what hiring did not happen because of the postponed 2012 GRC 

Decision.716  SCE stated that it “does not track positions not filled as a result of the 2012 

Decision…”717  SCE’s testimony also does not provide any discussion, for tracking purposes,  of 

the specifics of the reallocated funding (i.e., specific projects, specific accounts, programs, etc.) 

it was authorized for additional positions in its 2012 GRC but did not utilize as proposed. 

Training and Safety for Transmission Personnel (FERC Account 566.250) 

SCE’s forecast of $20.108 million is an increase of $6.139 million or 43.95% over 2012 

recorded adjusted expenses of $13.969 million.  ORA utilized SCE’s 2012 recorded expenses 

and SCE’s 2013 forecast as a basis for its forecast of $14.480 million for SCE’s Sub-Account 

566.250.  ORA’s estimate is $5.628 million less than SCE’s forecast.  SCE’s expenses for the 

seven line items recorded in Sub-Account 566.250 have declined each year between 2009 and 

2012, from $21.307 million in 2009 to $13.969 million in 2012. 

                                              
712 In D.09-03-025, SCE’s 2009 GRC, SCE’s TDBU spent $48 million less than authorized, and in D.12-11-051, 
SCE’s 2012 GRC, SCE’s TDBU spent $56 million less than authorized.  SCE’s 2012 GRC testimony and its 2015 
GRC testimony did not discuss the specific details of the embedded funding or discuss how it incorporated the 
funding into its Test Year forecast.   
713 Ex. SCE-3, Vol. 9, p. 3. 
714 Ex. SCE-3, Vol. 9, p. 3. 
715 Ex. SCE-3, Vol. 9, p. 3. 
716 In 2013 SCE had 198 “involuntarily separated” employees and in 2012 SCE had 46 “involuntarily separated” 
employees (DRA-187-TLG, Q.8). 
717 Ex. ORA-9, p. 37, citing DRA-187-TLG, Q.4 and Q.6. 
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ORA takes issue with SCE’s line item for Transmission Environmental Services of 

$5.174 million, Training Seat-Time for Transmission Personnel of $6.775 million and Employee 

Recognition for Transmission Personnel of $65,000. 

SCE forecasts $6.775 million for its line item Training Seat-Time for Transmission 

Personnel expenses (Labor of $5.072 million and Non-Labor of $1.703 million).718  SCE’s 

forecast of $6.775 million is an increase of $1.934 million or 39.95% over its 2012 recorded 

adjusted expenses of $4.841 million.  ORA utilized SCE’s 2012 recorded expenses as a basis for 

its forecast of $4.841 million for SCE’s line item Training Seat-Time for Transmission Personnel 

included in its Sub-Account 566.250. 

SCE states “The training programs included in this forecast are based on ongoing 

technical programs, compliance programs, new system and technology deployment-related 

programs, and supervisory programs.”719  SCE made similar statements regarding the training 

programs included in its forecasts in its 2009 and 2012 GRCs.  SCE’s recorded expenses for its 

Training Seat-Time for Transmission Personnel declined each year between 2008 and 2012 from 

$11.261 million in 2008 to $4.841 million in 2012.  This is a decrease in recorded expenses of 

$6.420 million over the five year period (2008-2012).  The highest recorded expenses for this 

line item were in 2008. 

SCE states “In 2012, T&D significantly reduced hiring due to the uncertain timeframe of 

the 2012 GRC Decision.  This reduced training seat time expenses incurred in 2012 compared to 

previous years.”720  The delay in SCE’s 2012 GRC Decision did not cause the decrease of $4.144 

million in SCE’s recorded expenses for this line item between the years 2008-2011. 

In D.12-11-051, SCE’s 2012 GRC, SCE was authorized $10.401 million721 for its 

Transmission Training Seat-Time.  SCE spent less than authorized, its 2012 recorded expenses 

for its Transmission Training Seat-Time is shown as $4.841 million in its 2015 GRC.722  In 

                                              
718 Ex. SCE-3, Vol. 9, p. 27.   
719 Ex. SCE-3, Vol. 9, p. 19. 
720 Ex. SCE-3, Vol. 9, p. 19.  SCE’s TDBU forecast for some sub-accounts include incremental funding for 
additional employees (Ex. SCE-3, Vol. 9, p. 19).  In 2013 SCE had 198 “involuntarily separated” employees and in 
2012 SCE had 46 “involuntarily separated” employees (DRA-187-TLG, Q.8).  SCE’s historical training expenses 
include labor cost for these “involuntarily separated” employees. 
721 D.12-11-051, p. 276. 
722 Ex. SCE-3, Vol. 9, p. 27.  SCE’s 2012 recorded Training Seat-Time for Distribution Personnel is $10.734 million 
(Ex. SCE-3, Vol. 9, p. 30), SCE’s 2012 GRC authorized $17.777 million for this line item included in its Account 
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SCE’s TY 2009 GRC, SCE requested and was authorized $50.1 million for its Transmission and 

Distribution Training Delivery and Training Seat Time expenses.723  In its testimony on SCE’s 

2009 GRC, ORA identified issues and proposed adjustments to the level of funding SCE 

requested in its TY 2009 GRC for its training activities, which were excessive based on SCE’s 

2006 recorded adjusted expenses.  During its analysis of SCE’s TY 2012 GRC, ORA discovered 

that SCE spent less than authorized for training in its 2009 GRC.  SCE’s 2009 recorded adjusted 

expenses were $39.329 million.724 

 The Commission stated the following in D.09-03-025, at page 63: 

Although Edison’s proposed increases are significant, we believe the 
various contributing factors Edison had identified provide solid grounds 
for approving the company’s request.  We disagree with DRA’s argument 
that the request is excessive.  We also disagree with DRA that the 
additional costs Edison identifies are embedded in historical expenses.  
Accordingly, we adopt Edison’s forecasted amount of $13.380 million for 
subaccount 566.700, and $31.632 million in expenses for subaccount 
588.700. 

 

 The Commission stated the following in D.12-11-051, at pages 279-280: 

SCE’s recorded expenses for both Transmission and Distribution Training 
have fluctuated since 2005, but neither three- nor five-year averages 
would fully reflect the employee growth, and technological and regulatory 
changes SCE has identified as drivers of increased training during 2012.  
We find that SCE’s approach to forecasting training expenses is more 
appropriate than assuming existing programs will be sufficient to handle 
both new employees and other new activities for which some training 
must occur.  SCE concedes the bulk of the training is for new employees 
and is contingent on hiring.  Therefore, the most reasonable adjustment to 
SCE’s forecast is a reduction based on our lower forecast of new hires.  
The Commission finds it reasonable to reduce SCE’s forecasted amounts 
by 10% in each subaccount to reflect fewer new hires as a result of our 
reductions to SCE’s forecast for O&M and capital expenditures in TDBU. 
Therefore, the Commission adopts a TY2012 forecast for Transmission 

                                                                                                                                                  
588.250. 
723 D.09-03-025, p. 63.  In SCE’s response during its 2012 GRC to DRA-VERBAL-013, Q.2, Supplemental, SCE 
provided its 2009 recorded adjusted expenses and its 2009 authorized amount of $50.107 million for Transmission 
and Distribution Training Delivery and Training Seat Time recorded to Sub-Accounts 566.250 and 588.250.  In 
SCE’s TY 2009 GRC SCE utilized Sub-Accounts 566.700 and 588.700 to record these expenses.  
724 SCE’s 2012 GRC Ex. SCE-3, Vol. 5, Pt. 2, Chapters I-III, p. 43 for Transmission and Distribution Training 
Delivery 2009 expenses and p. 48 for Transmission and Distribution Seat Time expenses. 
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and Distribution Training Seat Time of $10.401 million for subaccount 
566.250 and $17.777 for subaccount 588.250. 
 

SCE made similar arguments in its TY 2009 and TY 2012 GRCs regarding training 

programs included in its forecast and proposed TY positions.725  SCE also utilized the same 

method in its TY 2009 and TY 2012 GRCs to forecast its training costs.  In both GRCs, SCE’s 

training expense estimates were overstated; SCE spent less than authorized.726  SCE has 

embedded funding in its historical expenses for additional positions and ongoing and routine 

training that can be reallocated and utilized to address its Training Seat-Time for Transmission 

Personnel in the Test Year.  SCE should also have embedded funding from terminated, 

superseded, and completed training activities that can be reallocated to address proposed TY 

activities.  ORA requested additional information on SCE’s training forecasts. 

 ORA asked:727 

Provide the documentation that explains in detail and demonstrates fully 
why SCE’s forecasted increase of 33.64% for training associated with 
Distribution Personnel and its forecasted increase of 39.95% for training 
associated with its Transmission Personnel cannot be absorbed and the 
proposed training activity expenses addressed with reallocated funding 
that is still embedded in SCE’s recorded expenses based on funding SCE 
received in its 2009 and 2012 GRC, but did not spend on its training 
activities as forecasted. 
 

 SCE’s response: 
 
SCE is not sure what is meant by the forecast costs being absorbed.  The 
costs authorized in the 2009 and 2012 GRCs are no longer available to be 
spent in 2015, as these costs were only authorized for 2009-2014.  As 
discussed in Mr. Mead’s testimony in SCE-03, Volume 1, page 12, 
“circumstances can change, and management has to reprioritize work to 
address these changes while continuing to provide adequate service to our 
ratepayers in the short and long term.”  In addition, any reallocated 
funding is not embedded in SCE’s recorded expenses, as forecasts 

                                              
725 In D.12-11-051, pp. 277-278, SCE’s proposal included funding for a TDBU staffing level of 7,139, SCE was 
authorized funding for a TDBU staffing level of 7,037.  SCE’s TDBU staffing level was 6,475 in 2012 and 6,101 in 
2013 (DRA-075-TLG, Q.5, and DRA-299-TLG, Q.1). 
726 To calculate its Seat-time labor expenses, SCE multiplied “the estimated number of participants for each training 
program times the average hourly employee rate times the number of hours each training program requires”.  To 
forecast its Seat-time non-labor expenses SCE utilized its five-year average ratio of non-labor to total expenses (Ex. 
SCE-3, Vol. 9 p. 19).   
727 Ex. ORA-9, p. 43, citing DRA-097-TLG, Q.18.  
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throughout T&D’s testimony are based on the work that is expected to be 
performed in 2015.  

 

In every GRC, SCE is required to provide five years of recorded data.  In SCE’s TY 2009 

and TY 2012 GRCs, SCE requested and was authorized “incremental” funding over its TDBU 

recorded base year expenses (i.e., 2006 and 2009) for the majority of its accounts.  SCE may 

have reallocated some of the authorized funding that was proposed in the GRCs for a particular 

account to other accounts within TDBU or may have reallocated the authorized funding to 

different business units outside of TDBU.  The evidence shows that SCE has spent well below 

authorized in this area for a number of years and has treated the function as discretionary rather 

than a necessity.   

The Commission should reject excessive forecasts for increased ratepayer funding for 

training activities.  SCE’s ratepayers should not have to continue to fund SCE’s excessive 

training forecasts given that SCE’s recorded adjusted training expenses for 2002-2012 clearly 

demonstrate that SCE has been requesting more than was necessary to address its training needs 

in its TY 2009 and TY 2012 GRCs.  ORA’s forecast of $4.841 million for SCE’s Training Seat-

Time for Transmission Personnel based on SCE’s recorded 2012 expenses is sufficient and 

represents a reasonable Test Year estimate. 

SCE forecasts $5.174 million for its line item Transmission Environmental Services 

expenses (Labor of $0.776 million and Non-Labor of $4.398 million).728  SCE’s forecast of 

$5.174 million is an increase of $4.443 million or 607.80% over its 2012 recorded adjusted 

expenses of $0.731 million.  ORA utilized SCE’s 2013 forecast729 as a basis for its forecast of 

$1.545 million for SCE’s line item Transmission Environmental Services included in its Sub-

Account 566.250.730  ORA’s estimate is $3.629 million less than SCE’s forecast and is $0.814 

million or 111% more than SCE’s 2012 recorded expenses, which is a substantial increase. 

SCE’s request for an increase of 607.80% ($15.522 million over the three-year rate case 

cycle) is excessive and not justified based on recorded levels.  SCE’s recorded expenses for this 

                                              
728 Ex. SCE-3, Vol. 9, p. 27.   
729 Ex. SCE-3, Vol. 9, p. 27. 
730 ORA requested SCE’s 2013 recorded adjusted expenses by sub-account in the same manner as its 2015 GRC is 
organized in order to compare its 2013 recorded with its 2013 forecast (DRA-097-TLG, Q.6, DRA-241-TLG, and 
DRA-277-DFB).  
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line item were below $1 million for the past five years, but SCE has not demonstrated that its 

recorded expenses will increase to the level which requires additional funding of 607.80%. 

The average expense in this subaccount for the five year period (2008-2012) is $0.458 

million and the three year average (2010-2012) is $0.595 million.  The highest recorded expenses 

for this line item of $0.731 million were in 2012.  SCE provided several spreadsheets with lump 

sum numbers, as support for its “(very rough) cost estimates” for its 607.80% TY increase.  SCE 

did not provide the basis and calculation breakdown for the line item estimates included in the 

lump sum totals.  ORA was not able to verify, or substantiate SCE’s 2015 forecast, therefore 

ORA based its estimate on SCE’s 2013 forecast.731  SCE provided spreadsheets that show that it 

has been incurring costs for the associated on-going capital projects since 2007.732   ORA 

requested additional information on SCE’s forecast. 

 ORA asked:733 

Provide the documentation that explains in detail if SCE requested funding in its 2009 
and 2012 GRCs to address Transmission Environmental Services activities, if so, 
state the amount requested and the authorized. 

 

 SCE’s response: 

In the 2009 GRC, SCE’s environmental services costs were not broken out to the 
same level of detail as the 2012 and 2015 GRC.  SCE is unable to provide the 
requested and authorized amounts for environmental services in the 2009 GRC due to 
the funds being included in the larger O&M forecasts for T&D.  The 2012 GRC 
recorded and forecast expenses for the environmental services portion of FERC 
account 566.250 are shown in Figure II-5 on page 24 of SCE-03 Volume 05 Part 2.  
In the 2012 GRC, T&D forecast both Transmission and Distribution expenses in 
FERC Account 582.250.  This is different from the 2015 forecast where Transmission 
(566.250) and Distribution (582.250) are presented separately.  The combined T&D 
request in the 2012 GRC was $2.926 million and the amount authorized was the full 
$2.926 million.  However, SCE is unable to apportion these expenses into separate 
accounts for comparison to the 2015 GRC forecasts for accounts 582.250 and 
566.250.   
SCE’s response is insufficient to justify its forecast.  SCE cannot determine and calculate 

its 2009 and 2012 requested and authorized amounts for its Transmission Environmental 

Services expenses so they can be analyzed and compared to its 2015 GRC request, yet relies on 

                                              
731 Ex. ORA-9, p. 45, DRA-120-TLG, Q.1. 
732 Ex. ORA-9, p. 45 DRA-120-TLG, Q.1-b. 
733 Ex. ORA-9, p. 46, citing DRA-097-TLG, Q.20-d. 
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its unsupported calculated forecast in its 2015 GRC amounting to 607.80% over its 2012 

recorded expenses.  SCE states in its response above that “In the 2012 GRC, T&D forecast both 

Transmission and Distribution expenses in FERC Account 582.250.”  SCE’s 2012 recorded 

expenses in Account 582.250 were $2.289 million. 734  SCE was authorized $2.926 million.  This 

is a difference of $0.637 million.   

In addition, SCE’s request for funding in this area should not be granted because ORA 

demonstrated during hearings that (1) a number of the projects listed by SCE to be operational 

during the 2015 – 2017 timeframe, will not be operational in said period, and (2) SCE is 

duplicating environmental costs already borne by ratepayers. 

SCE claims, for example that the following projects will be operational during the 2015 

to 2017 period: Alberhill substation project, Santa Barbara Reliability project, Valley-Ivyglen 

subtransmission project.  ORA has demonstrated otherwise.  The Commission has set no 

prehearing conferences for these projects.  SCE’s application(s) for the Alberhill and Valley-

Ivyglen projects have not been deemed complete, and as such the Commission has yet to even 

issue a Draft Environmental Impact Report (DEIR).735  SCE cannot start to construct the Santa 

Barbara Reliability project as it does not yet have a Final Environmental Impact Report, let alone 

a coastal permit to construct in the coastal zone.736  As stated above, SCE’s request lacks support 

and should therefore be rejected. 

In addition, SCE’s request to fund activities associated with SCE’s development of 

project specific habitat mitigation plans should be rejected because SCE’s ratepayers already pay 

for such when the Commission, in complying with the requirements of CEQA and NEPA 

promulgate such.  During hearings SCE admitted that the Commission has to promulgate 

mitigation plans in order to comply with environmental laws and that such plans are promulgated 

                                              
734 Ex. SCE-3, Vol. 9, p. 29. 
735 Ex ORA-47 and 10 RT 1066-1067 Neal/SCE. 
736 In hearings, SCE stated that it included cost modifiers of 100% due to coastal zone requirements because a “fair 
amount of the project is in the coastal zone and so we are anticipating that there will be additional restoration 
requirements because of that.” See RT 10 Neal/SCE 1067.  Other than SCE’s “anticipation”, SCE provides no 
support for the claim that it will face additional restoration requirements in the coastal zone.  There is no indication 
from the County of Santa Barbara (the issuer of the coastal permit) that it will require restoration requirements 
additional to those already set forth in the Commission’s DEIR. 
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for each project (i.e., they are project specific plans).737  There is no reason for ratepayers to have 

to pay for mitigation plans twice.  SCE has failed to provide support for its request. 

Thus, ORA’s estimate of $1.545 million, utilizing SCE’s 2013 forecast, is 100% more 

than SCE’s 2012 recorded expenses, and more than the three and five year averages for this line 

item and is sufficient to address SCE’s proposed activities.  In SCE’s next GRC, SCE should be 

required to provide specific line item detail and recorded costs for review and analysis for its 

Transmission Environmental Services projects.       

SCE forecasts $65,000 for its line item Employee Recognition for Distribution Personnel.  

In its testimony, “SCE acknowledges that recognition of employees does not automatically 

require monetary rewards.”738  ORA removed the $65,000 from its estimate for Sub-Account 

566.250 for ratemaking purposes.739  ORA made its adjustment to remove discretionary costs 

associated with SCE’s employee recognition program (i.e., Spot Bonuses and Awards to 

Celebrate Excellence Recognition Points (ACE), etc.), which are inappropriate to charge to 

ratepayers.  SCE’s employee recognition programs provide no clear or identifiable benefit to 

ratepayers and are not necessary to operate the utility business.  SCE’s ratepayers already 

provide tangible funding in the form of annual salaries to ensure that SCE’s employees 

demonstrate safe work practices.740   

The Commission has a lengthy history of denying utility requests for employee cash 

rewards and ORA recommends that the Commission continue to adhere to that precedent and 

deny SCE’s request for ratepayer funding of these costs.741  In D.06-05-016, D.04-07-022, and 

D.09-03-025742 the Commission did not provide funding for Spot Cash Awards. 

Training and Safety for Distribution Personnel (FERC Account 588.250) 

ORA utilized SCE’s 2012 recorded expenses and SCE’s TY 2015 forecasts as a basis for 

its forecast of $36.015 million for SCE’s Sub-Account 588.250.  ORA’s estimate is $4.100 

million less than SCE’s forecast.  ORA takes issue with SCE’s line item for Training Seat-Time 

                                              
737 10 RT 1067-1068 Neal/SCE. 
738 Ex. SCE-3, Vol. 9, p. 25. 
739 Ex. SCE-3, Vol. 9, p. 27.   
740 SCE states it “has terminated employees for failing to demonstrate safe work practices and for not following 
expected work behaviors” (DRA-097-TLG, Q.26-b). 
741 D.67369, 62 CPUC 851-854; D.89-12-157, 34 CPUC 2d 265-266; and D.93-12-043, 52 CPUC 2d, 513-514. 
742 D.09-03-025 pp. 132-134.   
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for Distribution Personnel of $14.345 million and Employee Recognition for Distribution 

Personnel of $0.489 million. 

SCE forecasts $14.345 million for its line item Training Seat-Time for Distribution 

Personnel expenses (Labor of $10.739 million and Non-Labor of $3.606 million).743  SCE’s 

forecast of $14.345 million is an increase of $3.611 million or 33.64% over its 2012 recorded 

adjusted expenses of $10.734 million.  ORA utilized SCE’s 2012 recorded expenses as a basis 

for its forecast of $10.734 million for SCE’s line item Training Seat-Time for Distribution 

Personnel included in its Sub-Account 588.250. 

SCE states “The training programs included in this forecast are based on ongoing 

technical programs, compliance programs, new system and technology deployment-related 

programs, and supervisory programs.”744  SCE made similar statements regarding the training 

programs included in its forecasts in its 2009 and 2012 GRCs.  SCE’s recorded expenses for its 

Training Seat-Time for Distribution Personnel declined by $13.933 million between 2010 and 

2012, from $24.667 million in 2010 to $10.734 million in 2012.745  

SCE states “In 2012, T&D significantly reduced hiring due to the uncertain timeframe of 

the 2012 GRC Decision.  This reduced training seat time expenses incurred in 2012 compared to 

previous years.”746  The delay in SCE’s 2012 GRC Decision did not cause the decrease of $5.819 

million in SCE’s recorded expenses for this line item between the years 2010 and 2011.  SCE 

made a corporate decision to fund this expense in 2012 at the levels it deemed appropriate.   

In D.12-11-051, SCE’s 2012 GRC, SCE was authorized $17.777 million747 for its 

Distribution Training Seat-Time.  SCE spent less than authorized, its 2012 recorded expenses for 

its Distribution Training Seat-Time is shown as $10.734 million.748  SCE received sufficient 

                                              
743 Ex. SCE-3, Vol. 9, p. 30.   
744 Ex. SCE-3, Vol. 9, p. 19. 
745 Ex. SCE-3, Vol. 9, p. 30. 
746 Ex. SCE-3, Vol. 9, p. 19.  SCE’s TDBU forecast for some sub-accounts include incremental funding for 
additional employees (Ex. SCE-3, Vol. 9, p. 19).  In 2013 SCE had 198 “involuntarily separated” employees and in 
2012 SCE had 46 “involuntarily separated” employees (DRA-187-TLG, Q.8).  SCE’s historical training expenses 
include labor cost for these “involuntarily separated” employees. 
747 D.12-11-051, p. 276. 
748 Ex. SCE-3, Vol. 9, p. 30.  SCE’s 2012 recorded Training Seat-Time for Transmission Personnel is $4.841 million 
(Ex. SCE-3, Vol. 9, p. 27), SCE’s 2012 GRC authorized $6.090 million for this line item included in its Account 
566.250. 
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authorized funding for this line item and no additional funding over ORA’s estimate of $10.734 

million is required.  This level of funding was sufficient to meet SCE’s requirements in 2012 and 

SCE has substantially underspent below its authorized levels in 2012. 

SCE forecasts $0.489 million for its line item Employee Recognition for Distribution 

Personnel.  SCE acknowledges in its testimony “…that recognition of employees does not 

automatically require monetary rewards.”749  ORA removed the $0.489 million from its estimate 

for Sub-Account 588.250 for ratemaking purposes.750  ORA’s adjustment was made to remove 

discretionary costs associated with SCE’s employee recognition program (i.e., Spot Bonuses and 

Awards to Celebrate Excellence Recognition Points (ACE), etc.), which are inappropriate to 

charge to ratepayers.  SCE’s employee recognition programs provide no clear or identifiable 

benefit to ratepayers and are not necessary to operate the utility business.  SCE’s ratepayers 

already provide tangible funding in the form of annual salaries to ensure that SCE’s employees 

use safe work practices; this is already a means for creating incentives and reinforcing expected 

behaviors.751   

The Commission has a lengthy history of denying utility requests for employee cash 

awards and ORA recommends that the Commission continue to adhere to that precedent and 

deny SCE’s request for ratepayer funding of these costs.752  In D.06-05-016, D.04-07-022, and 

D.09-03-025753 the Commission did not provide funding for Spot Cash Awards. 

 6.11. Other Costs and Other Operating Revenue 

Other Costs 

SCE forecasts $76.054 million for its TDBU Other Costs.754  SCE developed its forecast 

by utilizing its 2012 recorded adjusted expenses for Sub-Accounts 566.280, 588.280, 560.281, 

568.281, 570.281, 588.281, 583.281, 586.281, 590.281, 594.281, 566.282 and 580.282 plus 

incremental expenses for proposed projects and work activities.  The corresponding ORA 

                                              
749 Ex. SCE-3, Vol. 9, p. 25. 
750 Ex. SCE-3, Vol. 9, p. 30.   
751 SCE states it “has terminated employees for failing to demonstrate safe work practices and for not following 
expected work behaviors” (DRA-097-TLG, Q.26-b). 
752 D.67369, 62 CPUC 851-854; D.89-12-157, 34 CPUC 2d 265-266; and D.93-12-043, 52 CPUC 2d, 513-514. 
753 D.09-03-025 pp. 132-134.   
754 Ex. SCE-3, Vol. 10, p. 1. 
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estimate for SCE’s TDBU Other Costs is $70.492 million, which is $5.562 million less than 

SCE’s forecast. 

SCE’s 2012 recorded expenses were $18.8 million less than authorized in its 2012 GRC, 

and ORA’s Test Year estimates take this fact into consideration.  SCE states “In the 2012 GRC, 

the Commission authorized $103.3 million for T&D Operational Support and Other Costs for the 

2012 test year, and SCE recorded $84.5 million.”755  SCE states that its “lower expenses for 

operational support, services, and related expense, were driven by delayed or reduced spending 

due to the timing of SCE’s 2012 general rate case decision.”756  If SCE’s statements are true that 

the reason its 2012 recorded expenses are lower than its 2012 GRC authorized amount was 

because of “the timing of SCE’s 2012 general rate case decision,” then it is unclear why SCE’s 

2015 GRC forecast is even lower than its 2012 recorded expenses.  SCE’s 2015 forecast of 

$76.054 million, which ORA’s analysis shows is still overstated, demonstrates that SCE 

requested more than was necessary in its 2012 GRC to address its work activities.  This 

excessive funding unnecessarily burdens ratepayers. 

Grid Contract Management (FERC Account 566.280) 

SCE’s forecast of $2.485 million is an increase of $0.559 million or 29.02% over 2012 

recorded adjusted expenses of $1.926 million.  ORA utilized SCE’s 2012 recorded expenses as a 

basis for its forecast of $1.926 million for SCE’s Sub-Account 566.280.  ORA’s estimate is 

$0.559 million less than SCE’s forecast.  SCE’s request for an increase of 29.02% over 2012 

recorded adjusted expenses is not justified.  SCE’s expenses fluctuated between 2008 and 2012, 

with an average for the five year period (2008-2012) of $1.925 million and a three year average 

(2010-2012) of $1.952 million.  SCE states “during the historical period, SCE has been able to 

keep labor costs in this account relatively flat despite a substantial increase in work load.”757  

SCE’s requested increase in Sub-Account 566.280 is for “an increase of six full-time equivalent 

employees” to “manage the continuing increase of contracts in the portfolio.”758  ORA notes that 

SCE requested funding for additional positions for its Grid Interconnection work activities in its 

                                              
755 Ex. SCE-3, Vol. 10, p. 1. 
756 Ex. SCE-3, Vol. 10, p. 2. 
757 Ex. SCE-3, Vol. 10, p. 3. 
758 Ex. SCE-3, Vol. 10, p. 4.  In D.12-11-051, pp. 277-278, SCE’s proposal included funding for a TDBU staffing 
level of 7,139, SCE was authorized funding for a TDBU staffing level of 7,037.  SCE’s TDBU staffing level was 
6,475 in 2012 and 6,101 in 2013 (DRA-075-TLG, Q.5, and DRA-299-TLG, Q.1). 
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2009 GRC,759 yet its staffing levels have remained relatively flat.  Although SCE has received 

funding for additional positions in its last two GRCs, its staffing level does not reflect an 

increase in is staffing level for 2008-2013 which has been stable. 760 

In SCE’s 2012 GRC, it was authorized $9.227 million for Sub-Account 566.280, and of 

that amount $2.639 million761 was authorized to address its proposed Grid Contract Management 

activities.762  Similar to its 2009 GRC request, SCE’s 2012 GRC request was supposed to be for 

additional employees to negotiate and manage contracts associated with interconnection 

requests, implementation of new NERC/CIP mandates and to provide ongoing support of 

NERC/CIP cyber security standards.763  

SCE’s proposed activities appear to be on-going and routine in nature;   SCE should have 

embedded funding for similar activities that it can utilize to address its TY activities.  ORA 

asked for additional information on SCE’s TY increases.     

ORA asked:764 

In D.12-11-051 (page 286), SCE was authorized $9.227 million for its Compliance, 
Policy, Contracts, and Billing expenses recorded in Account 566.280.  SCE shows 
2012 recorded expenses of $1.926 million.  Provide the documentation that explains 
in detail and demonstrates fully why SCE’s forecasted increase of 29.02% for this 
account cannot be absorbed and the proposed activities addressed with reallocated 
funding that is still embedded based on funding SCE received in its 2012 GRC, but 
did not spend on activities in this account as forecasted. 
 

SCE’s Response: 

The sub-account “Compliance, Policy, Contracts and Billings” from SCE’s 2012 
GRC referred to in the question included more than Grid Contract Management, so 
the amount authorized for that sub-account in D.12-11-051 is not comparable to the 
recorded expense shown.  Please refer to the response and the attachment to Verbal-

                                              
759 D.09-03-025, pp. 60-61, FERC Account 566.500. 
760 Ex. ORA-9, p. 57, citing DRA-165-TLG, Q.1-f. 
761 SCE’s 2012 authorized amount of $2.639 million, provided in SCE’s response to DRA-Verbal-004, for its Grid 
Contract Management expenses was adjusted by SCE to $2.917 million to include allocated costs. 
762 Ex. ORA-9, p. 57, citing DRA-Verbal-004, Q.1.   
763 D.12-11-051, pp. 284-286. 
764 Ex. ORA-9, p. 57, citing DRA-165-TLG, Q.11-a.  SCE’s statement in this response about the amount authorized 
in D.12-11.051 not being comparable, is misplaced.  In SCE’s attachments provided in its response to DRA-Verbal-
004, that it is referring to in this response, it provided a breakdown of its 2012 authorized amounts for each sub-
account included in its 2012 GRC, and that breakdown included the 2012 authorized amount for Grid Contract 
Management. 
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004, Question 1 where the amount authorized for Grid Contract Management is 
provided. 

 

ORA asked:765 

Provide the documentation that explains in detail and demonstrates the specific 
projects, programs, incurred costs and accounts where SCE reallocated funding it was 
authorized for Account 566.280 in its 2012 GRC ($9.227 million) but did not spend 
for activities in this account based on its 2012 recorded expenses of $1.926 million. 

 
SCE’s Response: 
 

SCE does not track authorized expenses in the manner requested by the question. 
 
SCE’s responses do not justify its forecast;   SCE has not provided sufficient 

documentation to support an increase of 29.02% in the Test Year.  SCE has not shown that its 

current staffing level is insufficient to address TY activities or provided documentation 

demonstrating why embedded funding could not be reallocated to address its TY activities.   

ORA’s estimate of $1.926 million, based on SCE’s 2012 recorded expenses, is comparable to its 

recent historical expense levels in Sub-Account 566.280, and the Commission should adopt it as 

a reasonable Test Year estimate.766 

Distribution Work Order Write-Offs and Underground Locating Service (FERC 
Account 588.281) 

SCE forecasts $10.139 million for its Distribution Work Order Write-Offs expense 

recorded in Sub-Account 588.281.  ORA utilized a three year average to calculate its estimate of 

$8.759 million.  SCE’s recorded expenses fluctuated slightly between 2010 and 2012 after 

declining by $11.430 million between 2009 and 2010.  SCE’s testimony and data request 

responses lacked detail on its proposed activities requiring additional funding of $1.454 million 

over recorded 2012 expenses.  SCE’s testimony and data request responses also lacked a detailed 

                                              
765 Ex. ORA-9, p. 58, citing DRA-165-TLG, Q.11-b. 
766 During cross-examination it became apparent that SCE is inappropriately rounding up its numbers 
greater than they should be.  For example, SCE rounded up $13,442,513 to $13,446,000.  This is a 
rounding error of nearly $4,000.  In response to questions about the rounding error, SCE stated “They're 
just rounded in the system.  The individual FCCs are rounded. And then they're summed up. And then it's 
rounded again.”  (10 RT Reeves/SCE 922).  It is not clear how many accounts/line items have been 
rounded in this fashion.  Without knowing the extent of this behavior it is not possible to determine the 
impacts on rates.  If such is occurring across the board it begs the question “are ratepayers being subject 
to unjust and unreasonable rates.”  SCE should have to demonstrate that it has not inappropriately 
rounded up other accounts, etc. 
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breakdown of the line item estimates SCE included in its incremental funding request of $1.454 

million.  ORA’s use of a three year average reflects the most recent activity in this account and 

accounts for the fluctuations in recorded expenses.      

SCE forecasts $10.471 million for its Underground Locating Service expense recorded in 

Sub-Account 588.281.  ORA utilized SCE’s 2012 recorded expenses as a basis for its forecast of 

$9.850 million.  SCE’s recorded expenses declined by $1.404 million between 2009 and 2012.  

SCE states it “excluded Year 2008 from the average because there was a significant rate increase 

in the UtiliQuest purchase order rates in 2009.”767  SCE’s 2012 recorded expenses of $9.850 

million, which includes the “significant rate increase in the UtiliQuest purchase order rates” is 

comparable to SCE’s 2008 recorded expenses of $9.848 million, the year that SCE excluded 

from its forecast. 

SCE’s testimony and data request responses lacked detail on its proposed activities 

requiring additional funding of $0.621 million over recorded 2012 expenses.  SCE’s testimony 

and data request responses also lacked a detailed breakdown of its line item estimates included in 

its incremental funding request of $0.621 million.768  ORA’s use of SCE’s 2012 recorded 

expenses reflects the most recent activity in this account.  ORA recommends that the 

Commission adopt ORA’s forecast as a reasonable TY estimate considering there are no 

proposed activities or costs for this line item discussed to justify additional funding. 

Distribution Capital- Related Expense (FERC Account 594.281) 

SCE’s recorded expenses in Account 594.281 have fluctuated between 2008-2012.  SCE 

states “Due to the aforementioned historic variabilities, we have chosen an average of 2008-2012 

as our forecast.  The averaging smooths the year-to-year fluctuations.”769  ORA likewise utilized 

a five year average of recorded expenses in Account 594.281 to smooth out “year-to-year 

fluctuations.”   

SCE should have embedded funding that it can reallocate in the TY to address its proposed activities.  In SCE’s 
2012 GRC, SCE was authorized $22.837 million (or $28.626 million authorized including allocated costs based on 
SCE’s response to DRA-Verbal-004 ) for its Distribution Work Order Related expense – Underground and its 
Distribution Work Order Related expense –Overhead, which SCE now records in Account 594.281 for its 2015 
GRC.  SCE’s 2012 recorded expenses of $18.022 million are $4.815 million less than authorized in its 2012 GRC 
for the activities recorded in this account.  SCE has been requesting more than necessary to address its activities 

                                              
767 Ex. SCE-3, Vol. 10, p. 17.    
768 Ex. ORA-9, p. 60, citing DRA-165-TLG, Q.10-e. 
769 Ex. SCE-3, Vol. 10, p. 28. 
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associated with its Distribution Capital-Related expenses, and this excessive request unnecessarily burdens 
ratepayers.    

SCE included in its calculation of Account 594.281 its forecast capital expenditures.  

Since SCE’s capital expenditures may not be adopted as proposed, SCE proposes to make 

adjustments to its capital-related expenses if SCE or the Commission makes adjustments to 

SCE’s forecasted capital expenditures.770  If the Commission adopts ORA’s forecast of $13.903 

million based on a five year average (2008-2012) of expenses recorded in this account, instead of 

a method based on SCE’s proposed capital forecast, an adjustment to this account would not be 

required. 

Other Operating Revenue 

SCE forecasts $125.330 million for its TDBU Tariffed Other Operating Revenue (OOR) 

for TY 2015.771  The corresponding ORA estimate for SCE’s OOR is $128.194 million, which is 

$2.864 million more than SCE’s forecast. 

SCE-Financed Added Facilities 

SCE averaged the revenues for the years 2015 through 2017772 to arrive at its TY 2015 

forecast.  ORA utilized a five year average (2008-2012) as a basis for its forecast of $35.139 

million for SCE’s Sub-Account 454.300.  ORA’s estimate is $1.639 million more than SCE’s 

forecast.  SCE’s forecast method that utilizes as its base its recorded/forecasted capital 

investment and expected project terminations773 is not as reliable as methods that consider 

historical trends and recorded revenues for 2008-2012 for this particular account.   SCE 

expressed concern in its TY 2012 GRC about its estimated revenue for Account 454.300 being 

adversely impacted by any reductions made by the Commission to SCE’s capital forecasts.774  If 

SCE is concerned with this method and the adverse impacts on its estimated revenues for this 

account, then this method should not be utilized to forecast this account.   

                                              
770 Ex. ORA-9, p. 62, citing DRA-165-TLG, Q.9-e. 
771 Ex. SCE-3, Vol. 10, p. 36. 
772 Ex. SCE-3, Vol. 10, p. 48. 
773 Ex. SCE-3, Vol. 10, p. 48 
774 D.12-11.051, p. 301. 
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ORA asked SCE to provide documentation that explains why the use of a five year 

average for this account, which has fluctuated over the historical period, was insufficient to 

forecast Account 454.300.775   

SCE’s response: 

The main factor causing the revenue in this FERC account to decrease is 
the added facilities projects that are expected to terminate over the forecast 
period.  SCE is not expecting to add any new SCE-Financed projects 
during the rate case period.  Using an average of historical revenue would 
be insufficient to forecast this account because it would not take these 
factors into consideration. 
SCE’s response does not support eliminating the use of a five year average to forecast 

this account.  SCE’s 2012 GRC estimates for this account included added facilities projects that 

it expected to terminate over the forecast period, and included new SCE-Financed projects, and 

the recorded revenues shown in its 2015 GRC for 2008-2012 “remained relatively flat” per 

SCE.776  ORA’s estimate of $35.193 million for SCE’s Sub-Account 454.300, based on a five 

year average of SCE’s recorded revenues, is comparable to SCE’s historical levels, and considers 

the fluctuations in the Account.  ORA recommends the Commission adopt this reasonable and 

straight forward forecast. 

SCE-Financed Interconnection Facilities 

SCE averaged the revenues for the years 2015 through 2017777 to arrive at its TY 2015 

forecast.  ORA utilized a five year average (2008-2012) as a basis for its forecast of $14.934 

million for SCE’s Sub-Account 454.350.  ORA’s estimate is $1.225 million more than SCE’s 

forecast.  As discussed in ORA’s analysis of Account 454.300, SCE’s forecast method is not as 

reliable as methods that consider recorded revenues for 2008-2012 for this particular account. 

ORA asked SCE to provide documentation that explains why the use of a five year 

average for this Account, which has fluctuated over the historical period, was insufficient to 

forecast Account 454.300.778   

SCE’s response: 

                                              
775 Ex. ORA-9, p. 70, citing DRA-186-TLG, Q.5. 
776 Ex. SCE-3, Vol. 10, p. 50. 
777 Ex. SCE-3, Vol. 10, p. 49. 
778 Ex. ORA-9, p. 71, citing DRA-186-TLG, Q.6. 
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The main factor causing the revenue in this FERC account to decrease is 
the added facilities projects that are expected to terminate over the forecast 
period.  SCE is not expecting to add any new SCE-Financed projects 
during the rate case period.  Using an average of historical revenue would 
be insufficient to forecast this account because it would not take these 
factors into consideration. 
 

SCE’s response does not support eliminating the use of a five year average to forecast 

this Account.  SCE’s 2012 GRC estimates for this Account included added facilities projects that 

it expected to terminate over the forecast period, and SCE claimed, as it did in its 2015 GRC, 

that no new SCE-Financed Interconnection Facilities projects were expected during the forecast 

period.779  With this in mind, SCE’s recorded revenues in its 2015 GRC for 2008-2012 

“remained relatively flat.”780   

ORA’s estimate of $14.934 million for SCE’s Sub-Account 454.350, based on a five year 

average of SCE’s recorded revenues, considers the historical fluctuations in the account and is 

comparable to SCE’s historical levels.  ORA recommends the Commission adopt ORA’s method 

as a reasonable forecast for this Account. 

7. T&D – Other Costs and Other Operating Revenue 

Customer Service  

SCE’s Customer Services Operations Division (“CSOD”) includes the Meter Services 

Organization (“MSO”), Revenue Services Organization (“RSO”), and Customer Contact Center 

(“CCC”).  The MSO is responsible for the metering system and all meter-related activities.  The 

RSO is responsible for all billing, payment, credit, collection activities and various other 

programs.  The CCC handles all inbound and outbound telephone communications, 

communication through other channels, and operations.  The CSOD also has the Operating Unit 

Management and Support (“OUMS”) Organization that provides the finance, business planning, 

and regulatory support functions for CS and the Program Management Organization (“PMO”) 

that is responsible for managing the CS project and technology portfolio.781 

The O&M expenses for the CSOD activities are recorded in Federal Energy Regulatory 

Commission (“FERC”) Accounts 902 through 905, Program Management Organization expense 
                                              
779 See SCE’s 2012 GRC testimony in Ex. SCE-3, Vol. 5, Pt. 4, Chapters I-III, p. 65.  
780 Ex. SCE-3, Vol. 10, p. 49. 
781 Ex. SCE-04, Vol. 2, p. 1 
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in FERC Account 907.700 and portions of various Distribution FERC Accounts in 580, 586 and 

587.  SCE’s Customer Service also records expenses for customer education and outreach efforts 

in FERC Account 905.800 (Customer Affairs and Customer Satisfaction) and in FERC Account 

905.900 (Marketing, Communications, and Digital Delivery Services).  The OUMS functions 

record to FERC Account 901.  The OOR functions record to FERC Accounts 450, 451 and 

456.782 

The Customer Programs and Services functions are comprised of Consumer Affairs and 

Customer Satisfaction (FERC Account 905.800), Marketing, Communication and Digital 

Customer Services (FERC Account 905.900) and Customer Programs (FERC Account 

908.640).783 

Business Customer Services delivers customer services to SCE’s non-residential 

customers through its Business Customer Division (BCD) and its Customer Programs and 

Services Division.  The activities of the BCD include Account Management Services, Technical 

Services, Energy Education Centers, Customer Choice Services and Economic Development 

Services.  The O&M expenses associated with these activities are recorded in FERC Account 

908.600.   

SCE says it initiated a number of process changes to improve Operational Excellence in 

its Customer Services.  SCE proposes that the savings in 2013 and 2014 will be reflected at the 

100% level.  SCE forecast the Customer Services TY 2015 O&M savings by normalizing the 

2015 to 2017 forecasts of O&M savings.  SCE proposes a 50/50 sharing of the 2015 O&M 

savings between ratepayers and shareholders.784  ORA addresses SCE’s forecasts of Operational 

Excellence savings in Exhibit ORA-19.   

SCE requests Customer Services expenses in TY 2015 of $227.223 million.  This is an 

increase of $9.068 million or 4.2% above the 2012 adjusted recorded expenses.785  ORA 

                                              
782 Ex. SCE-04, Vol. 2, p. 1. 
783 Ex. SCE-4, Vol. 3, pp. 1 and 2. 
784 Ex. ORA-13, p. 7 citing Work papers, Ex. SCE-4, Vol. 2, Part 1, p. 85. 
785 Ex. ORA-13, p. 7. 
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recommends $209.970 million.786  ORA’s forecast is $17.419 million, about 8%, less than 

SCE’s.787    

For Customer Services Capital expenditures for 2013 through 2015, SCE asked in its 

Application, for a total of $20.441 million in 2013, $29.926 million in 2014 and $35.581 million 

in 2015.788  ORA recommends the Commission adopt SCE’s recorded 2013 capital expenditures 

for Customer Services Capital of $14.017 million.  For 2014, ORA recommends $13.536 

million, and for 2014, $14.899 million.789 

The areas in dispute are set forth below. 

7.1. Customer Service – Operations &Maintenance 

For the areas of Customer Services Operations and Maintenance (O&M) expenses in 

dispute, ORA addresses them below by FERC Account. 

FERC Account 902 – Meter Reading 

FERC 902 records expenses related to collect and record meter-usage data needed to bill 

customers and needed for their participation in energy management programs and services.790  At 

the end of 2012, 98% of SCE’s meters were being read automatically by the ESC system.791  

SCE says it expects the level of automated meter reading/data collection to increase to 99 percent 

by 2015.  SCE expects that manual meter reading/data collection will continue to be required for 

approximately one percent or about 52,500 of SCE’s meters.  SCE says approximately 25,000 

meters are located in areas or within facilities where direct connectivity to the ESC 

communications systems is difficult or impractical and approximately 27,500 customers will opt-

out of ESC services.792   

Prior to the deployment of the ESC system, the cost of reading meters, on a per-meter-

read basis was $0.83 per read in 2009.  SCE expects the blended cost to read all meters (both 

manual and automated) will be $0.31 per read in 2015 which results in an overall savings of 

                                              
786 Ex. ORA-13, p. 4, Table 13-1. 
787 Ex. ORA-13, p. 4, Table 13-1 
788 Ex. SCE-4, Vol. 2, p. 208, Ex. SCE-4, Vol. 3, p. 52. 
789 Ex. ORA-13-R, p. 5, Table 13-2. 
790 Ex. SCE-4, Vol. 2, p. 13. 
791 Edison SmartConnect. 
792 Ex. SCE-4, Vol. 2, pp. 13 and 15. 
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approximately $31.3 million per year in comparison to 2008 total cost.  For the approximately 

52,500 remaining manually read meters, monthly manual meter reading costs, including 

management, supervision, and support costs, SCE says it expects it will cost, on average, 

approximately $780,000 per month or $14.88 per read.793 

SCE is requesting $19.255 million which is an increase of $6.035 million or 46% above 

2012 recorded expenses for FERC Account 902 for TY 2015.  ORA recommends $14.544 

million.794  The areas where ORA and SCE disagree are in SCE’s forecasts for costs of a steady-

state Edison Smart Connect Operations Center (ESC SOC), in SCE’s forecasts for Opt-Out 

Program Costs, and in Operational Excellence. 

 

ESC SOC costs 

SCE used 2012 recorded expenses as the starting point which includes a one-time 

adjustment of $4.143 million of steady-state cost recorded in the ESC Balancing Account (“BA”) 

in 2012 and made future cost adjustments to forecast TY 2015 expenses.795  First, SCE made an 

upward adjustment of $5.740 million to account for the ongoing full steady-state ESC Operations 

Center (SOC) operations to forecast TY 2015 expenses.796  Second, SCE is requesting an 

increase of $273,000 to adjust for a 2012 to 2015 compounded customer growth rate of 2.06 

percent.  Third, SCE made an upward adjustment of $1.146 million for an additional increase of 

6,200 customers above the 2012 level in the Opt-Out Program in 2015.  Fourth, SCE made a 

reduction of $1.123 million cost savings through lower staffing levels for supervisors, support 

specialist, and other positions as a result of the Operational Excellence initiatives.797 

ORA’s recommendation forecast of $14.544 million is consistent with SCE’s 2013 

recorded expenses.  SCE’s FERC Form 1 O&M expenses show that SCE’s  2013 recorded 

adjusted expenses of $16.257 million remained consistent with the 2012 recorded level of 

                                              
793 Ex. SCE-4, Vol. 2, pp. 15 and 16. 
794 Ex. ORA-13, p. 4, Table 13-1. 
795 Ex. SCE-4, Vol. 2, p. 21. 
796 Ex. ORA-13, p. 13. 
797 Ex. SCE-4, Vol. 2, pp. 21 and 22. 
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adjusted expenses of $16.075 million,798 and ORA considers that 2013 should be representative 

of ESC steady-state operations,799   

SCE offers a number of justifications for its proposed ESC SOC increases.  ORA’s 

testimony addresses them in turn. 

First, there is SCE’s proposed SOC Labor Expense.  SCE forecasts 41 FTEs for ESC 

steady-state ESC Operations Center in 2015.  At the end of 2012, SCE had 21 FTEs.800  ORA 

recommends using the 2013 average number of FTEs working in the SOC operations to forecast 

TY 2015.  SCE’s four year ESC deployment program was completed in December 2012,801 and 

by September 30, 2013, SCE had 34 FTEs in SOC operations.802  SCE has not explained how it 

determined that it needs an additional 7 FTES on top of that. 

ORA also disputes SCE’s use of the salary of $127,962 per FTE to forecast the labor 

expense.  SCE calculated the salary by dividing the total 2012 labor cost, which includes the 

salary of management positions, by 13 FTEs.  By using the salary of management positions, SCE 

overestimates the average cost of the additional FTEs.  ORA recommends using the salary of 

$92,000 per FTE which is the average salary of a Technical Specialist/Scientist 3 at $97,800; an 

IT Specialist/Engineer 2 at $92,700; an Analyst-Business 3 at $89,400; and an Analyst-

Program/Project 3 at $87,000.803  ORA recommends the incremental funding of $1.196 million 

for the additional 13 FTEs above the 21 FTEs working in the SOC operations in 2012.804    

Third, SCE requests an increase of $321,407 above 2012 recorded for Professional 

Services.805  ORA recommends no additional funding for Professional Services because SCE has 

not explained why the additional 13 FTEs cannot meet the workload of the SOC in 2015.   

Fourth, SCE requests additional funding of $1.408 million for the cost of air time leased 

for 2015.806  SCE’s four year ESC deployment program was completed in December 2012; 

                                              
798 Ex. ORA-13, p. 12 citing SCE’s response to DRA-Verbal-045, Q.1, Attachment-2013 O&M Reconciliation. 
799 Ex. ORA-13, p. 12. 
800 Ex. ORA-13, p. 13 citing SCE’s response to DRA-020-SWC, Question 1. 
801 Ex. SCE-4, Vol. 1, p. 2. 
802 Ex. ORA-13, p. 13, citing SCE’s response to DRA-020-SWC, Question 1. 
803 Ex. ORA-13. [/ SCE’s response to ORA data request DRA-020-SWC, Q.3.  SCE provided the 2013 Market 
Reference Mid-Point Salary for these positions. 
804 Ex. ORA-13, p. 14, citing SCE’s response to ORA data request DRA-020-SWC, Qs. 1 and 4. 
805 Ex. ORA-13, p. 14, citing Workpaper to Ex. SCE-4, Vol. 2, Pt. 1, p. 36. 
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therefore, the 2013 recorded air time leased expense provides an indication of the level of 

expenses of the SOC operations on a steady state basis.  ORA recommends an additional funding 

of $225,278 for the cost of air time leased for 2015 based on recorded 2013 air time leased cost 

as of September 30, 2013.807   

Fifth, SCE requests additional Employee Non-Labor (i.e., mileage and supply) expense 

of $132,594 for the additional 28 FTEs to correspond with the additional number of FTEs 

requested for the labor expense.808  ORA recommends an additional Employee Non-Labor 

expense of $61,562 for the additional 13 FTEs to correspond with ORA’s recommendation for 

the increase of 13 FTEs for the labor expense. 

Sixth, SCE requests an additional $50,400 for Training for 41 employees.809  ORA 

recommends an additional $15,600 for Training for the additional 13 employees because 

Training costs for the 2012 recorded employees should be embedded in the historical recorded 

expenses.810   

In Rebuttal, SCE says “ORA incorrectly concludes that the 2013 SOC Operations were at 

full steady state because the ESC deployment program was completed in December 2012.”  If 

SCE’s SOC is not at “steady-state” two years after ESC deployment was completed, SCE has 

never explained why.  Unsubstantiated references to “stabilizing its core operations that were 

affected by the ESC program” do not support increasing staff, training, professional services 

costs, non-labor expenses, and air time leased rents at the rate SCE proposes.  

SCE’s Rebuttal repeats the arguments from direct testimony, and ORA has already 

addressed them.  Nothing in SCE’s Rebuttal gives ORA any reason to change its 

recommendations. 

Opt-Out Program Costs 

                                                                                                                                                  
806 Ex. ORA-13, p. 14, citing Workpaper to Ex. SCE-4, Vol. 2, Pt. 1, p. 36. 
807 Ex. ORA-13, p. 14, citing SCE’s response to ORA data request DRA-020-SWC, Q.9; To forecast full year of air 
leased time based on 2013 recorded air time leased as of September 30, 2013, ORA calculated the monthly air time 
leased and multiplied monthly rate by 12 months [($1.248 million/9 months)*12 months] and escalated with SCE’s 
escalation rates of 1.05215 for 2014 and 1.07882 for 2015. 
808 Ex. ORA-13, p. 15, citing Workpaper to Ex. SCE-4, Vol. 2, Pt. 1, p. 36. 
809 Ex. ORA-13, p. 15, citing Workpaper to Ex. SCE-4, Vol. 2, Pt. 1, p. 36. 
810 SCE’s training cost of $1,200 per employee for 13 FTEs. 
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SCE requests $1.146 million for incremental manual meter reading costs in TY 2015 for 

its Opt-Out Program costs.  ORA recommends additional funding of no more than $436,000.  

SCE states it had approximately 21,300 customers participating in the Opt-Out Program 

by the end of 2012 and forecasts an additional 6,200 Opt-Out customers or a total of 27,500 

customers in TY 2015.811   

SCE used a per opt-out meter read cost of $15.40.  This is above the $12.84 per Analog 

meter read cost forecasted in SCE’s Smart Meter Opt-Out Program.812  SCE had 23,095 Opt-Out 

customers at the end of 2013.  SCE had 23,070 Opt-Out customers at the end of March 2014 

which is less than at the end of 2013.  SCE says that Opt-Out customers may enroll in the 

program in one of two ways, either by proactively requesting participation in the Opt-Out 

program or by default, whereby a customer does not acknowledge SCE requests to access their 

property to install a SmartConnect meter.813  As SCE completes the installation of the 50,000 

delayed ESC meter installations during 2013 to 2015, the number of Opt-Out customers by 

default will decrease by 2015.814  In 2013, SCE installed 27,375 ESC meters of the 50,000 

delayed ESC meter installations.815  SCE’s forecast of an additional 6,200 Opt-Out customers in 

2015 above 2012 is not consistent with current information and trends.   

The number of Opt-Out customers increased by 1,770 customers during the fifteen 

months from the end of 2012 to March 31, 2014.816  The average monthly increase of Opt-Out 

customers is 118 customers during this fifteen month period.  ORA forecasts an addition of 

2,832 Opt-Out customers during 2013 and 2014 based on an increase of 118 Opt-Out customers 

per month.817   

                                              
811 Ex. SCE-4, Vol. 2, p. 22. 
812 Application 11-07-020, Errata Workpapers, “Customer Fees.” 
813 Ex. ORA-13, p. 16SCE’s response to DRA-278-SWC, Question 1.b. 
814 Ex. SCE-04, Vol. 2, p. 65 
815 Ex. ORA-13, p. 16 citing SCE’s response to DRA-230-SWC, Question 3 Attachment. 
816  23,070 customers (March 2014) subtract 21,300 customers (December 2013) equals 1,770. 
817 Ex. ORA-13, p. 17. 
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ORA disputes SCE’s request of $1.146 million for incremental manual meter reading 

costs in TY 2015.  ORA recommends additional funding of $436,000 for incremental Opt-Out 

customers in TY 2015.818   

In Rebuttal, SCE says that “ORA uses an outdated cost per meter read in its forecast.”819  

SCE refers to the “Opt-Out Proceeding” and says that “ORA’s use of $12.84 per read presented 

in A.11-07-020 does not reflect the changing operating environment.” As of this writing, a 

decision in A.11-07-020 is still pending.  ORA, therefore continues to recommend incremental 

funding of $436,000 for the manual meter reading costs of an additional 2,832 Opt-Out 

customers at $12.84 per manual meter read for TY 2015.  

FERC Account 586.400 – Test, Inspect and Repair Meters 

FERC Account 586.400 captures costs for SCE’s Electrical Metering Services (EMS), 

Engineering and Meter Shop operations, and the field maintenance and repair of electric billing 

and load survey meters.820 

SCE is requesting $16.674 million which is an increase of $3.191 million or 24% above 

2012 recorded expenses for FERC Account 586.400 for TY 2015.  ORA recommends $13.210 

million.821 

SCE used 2012 recorded expenses as the starting point and made future cost adjustments 

to forecast TY 2015 expenses.  SCE states that the 2012 Base Year expenses include an upward 

adjustment of $745,000 for ESC ongoing steady-state meter request testing and inspection cost.  

This is 100% of the cost that was recorded to the ESC Balancing Account in 2012 for this 

function.822   

First, SCE forecasts an upward adjustment of $2.831 million to reflect the ongoing 

steady-state operations of the ESC meter test, inspect, and repair costs as well as newly added 

work generated by the ESC metering system.  Second, SCE is requesting an increase of $278,000 

to adjust for a 2012 to 2015 compounded customer growth rate of 2.06 percent.  Third, SCE 

made an upward adjustment of $1.263 million to reflect the added O&M costs of performing 

                                              
818 Ex. ORA-13, p. 16. 
819 Ex. SCE-21, p. 7, heading, line 19. 
820 Ex. SCE-4, Vol. 2, p. 23. 
821 Ex. ORA-13, p. 4, Table 13-1. 
822 Ex. SCE-4, Vol. 2, p. 30. 
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warranty meter acceptance testing.  Fourth, SCE made a reduction of $1.183 million cost savings 

through lower staffing levels for supervisors, technical specialist, engineers, administrative, and 

analytical support positions as a result of the Operational Excellence initiatives.823 

ORA is recommending $13.210 million which is $3.464 million or 21% less than SCE’s 

request.  ORA does not dispute SCE’s use of the 2012 recorded expenses as the starting point 

and SCE’s request of $278,000 to adjust for customer growth.  ORA does dispute SCE’s 

forecasts for ESC Steady-State, ESC Warranty O&M, and Operational Excellence. 

ESC Steady-State Adjustment 

SCE proposes an upward adjustment of $2.831 million above 2012 recorded expenses for 

ESC steady-state cost and newly added work generated by the ESC metering system.  ORA 

recommends no additional funding above 2012.824   

First, SCE already made an upward adjustment in the 2012 Base Year expense to account 

for 100% of the cost that was recorded to the ESC Balancing Account in 2012.825  SCE says it 

anticipates newly added work generated by the ESC metering system.  However, ORA 

anticipates that the ESC metering system will reduce work and expenses as well.  

Second, SCE forecasts an increase of field installation meter tests on complex metering 

services following meter replacement, and for new services in TY 2015.  SCE states that SCE 

tests all commercial and industrial meters in the Meter Shop upon receipt from the supplier.  One 

factor to determine the number of field installation meter tests is the TY 2015 forecast for meter 

capital expenditures.  ORA’s 2015 forecast for residential new meter growth is 42% less than 

SCE’s forecast.  ORA’s forecast for commercial new meter growth is 36% less than SCE’s 

forecast.826  In addition, SCE’s 2013 recorded meter capital expenditures is $6 million or 33% 

less than SCE’s 2013 forecast meter capital expenditures.827   

Third, SCE recorded 41 FTEs in 2012 and is requesting an additional 42 FTEs for a total 

of 83 FTEs in TY 2015.828  The recorded average number of Meter Lab Technician FTEs 

                                              
823 Ex. SCE-4, Vol. 2, pp. 32 and 33. 
824 Ex. ORA-13, p. 19 
825 Ex. SCE-4, Vol. 2, p. 30. 
826 See Ex. DRA-3. 
827 Ex. SCE-4, Vol. 2, p. 62 and SCE’s response to ORA data request DRA-230-SWC, Q.3. 
828 Ex. ORA-13, p. 20, citing Workpaper to Ex. SCE-4, Vol. 2, Pt. 1, p. 82. 
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remained at 4 FTEs during 2008 to 2013.  The number of Meter Shop Technician FTEs in 2012 

was 13 because SCE charged increased labor costs to the ESC Balancing Account.  As discussed 

above, SCE made an upward adjustment in the 2012 recorded expenses to account for 100% of 

the cost that was recorded to the ESC Balancing Account in 2012.829 

Fourth, the 2013 recorded number of Forecast Meter Test and Inspection of 90,275 is 

29,725 or 25% less than SCE’s 2013 forecast of 120,000.830   

Fifth, the number of meter shop tests is decreasing from 2012 to 2013.  SCE forecasts 

that meter shop tests will continue to decrease from 2013 to 2015.831   

Sixth, the recorded expenses for FERC Account 586.400 show that the expenses 

remained relatively stable for the last five years except for 2010 when overall costs increased 

because of inefficiencies caused by the deployment of ESC meters and the implementation of the 

Personal Qualification Standard Program.  The historical recorded expenses provide a reasonable 

estimate of future expenses.  The four-year average of recorded expenses from 2008 to 2012 

recorded expenses (excluding 2010) is $13 million which is consistent with the 2012 recorded 

expenses of $13.483 million.832 

SCE’s Rebuttal either repeats its direct testimony or argues that ORA’s consideration of 

such things as “new residential meter growth” and number of Lab Technician FTEs and Meter 

Shop Technicians is “not related” to SCE’s O&M forecasts.833  Nothing in SCE’s Rebuttal gives 

ORA any reason to change its forecast. 

ESC Warranty O&M 

SCE requests an upward adjustment of $1.263 million to reflect the added O&M costs of 

performing warranty meter acceptance testing.  ORA recommends an upward adjustment of 

$632,000 which is about 50% less than SCE’s forecast.834 

SCE states that most meter replacement costs are currently covered under the 

manufacturer’s warranty.  SCE does acceptance testing on 50 percent of these repaired and 

                                              
829 Ex. ORA-13, p. 20. 
830 Ex. ORA-13, p. 21, Table 13-14. 
831 Ex. S`CE-4, Vol. 2, p. 29, Table III-10. 
832 Ex. ORA-13, p. 22. 
833 See, e.g, Ex. SCE-20, pp. 52, 53, 54, 55.   
834 Ex. ORA-13, p. 22. 
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returned meters.  Since these returned meters have already been capitalized, SCE states that it 

needs to make an upward adjustment in O&M expense to reflect the added cost of these 

acceptance tests on the returned meters.835   

One factor to determine the number of meters repaired and returned under the 

manufacturer’s warranty is the forecasts for new meter growth.  SCE does acceptance testing on 

50% of these repaired and returned meters.  ORA’s 2015 forecast for residential new meter 

growth is 42% less than SCE’s forecast.  ORA’s forecast for commercial new meter growth is 

9% less than SCE’s forecast.836  In Rebuttal, SCE says that “ORA’s 2015 forecast for new meter 

growth has nothing to do with SCE’s cost of testing meters returned from the manufacturer under 

warranty.”837  ORA disagrees, as discussed in its testimony.   

Another factor to consider would be SCE’s 2015 forecast of the number of Meter Shop 

Tests which is lower than recorded 2012 and forecast 2013.838  In Rebuttal, SCE states that over 

25,000 Meter Shop Tests forecast to be performed per year 2013 through 2015 are warranty tests 

on meters that have already been capitalized and will be charged to O&M.839  SCE fails to show 

how the 25,000 Meter Shop Tests forecast is not included in SCE’s 2015 forecast of the number 

of Meter Shop Tests considered by ORA.  Nothing in SCE’s Rebuttal gives ORA any reason to 

change its forecast. 

FERC Account 587 – Customer Installation and Energy Theft Expense 

FERC Account 587 captures costs for SCE’s Installation Expense, Energy Theft, and 

Field Services Management and Supervision.  The Customer Installation function includes 

activities in response to requests or problems that customers have regarding their billing or 

electrical service such as billing inquiries, calls about noisy meters, removal of lock rings for 

remodels, and reporting damaged meters.840  The Energy Theft function includes activities 

                                              
835 Ex. SCE-4, Vol. 2, p. 33. 
836 See Ex. DRA-3. 
837 Ex. SCE-20, p. 56. 
838 Ex. ORA-13, p.23 
839 Ex. SCE-20, p. 57 
840 Ex. SCE-4, Vol. 2, p. 39. 
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required to collect revenues that would otherwise be lost as a result of energy theft and billing 

exceptions caused by irregularities in meter registration.841 

SCE is requesting $7.946 million which is an increase of $970,000 or 14% above 2012 

recorded expenses for FERC Account 587 for TY 2015.  ORA is recommending $6.766 million 

or 15% less than SCE’s request.   

SCE used 2012 recorded expenses as the starting point and made future cost adjustments 

to forecast TY 2015 expenses.  SCE added $1.027 million to the 2012 Base Year cost for a new 

type of Over-The-Air (OTA) pick-up reads.  OTA pick-up reads are needed when OTA 

operations malfunction and a field representative is sent to the meter location to determine the 

cause of the malfunction.842   

ORA disputes SCE’s upward adjustment of $1.180 million.  As ESC deployment was 

completed in December 2012, SCE says that it expects energy theft investigations generated by 

ESC tamper flags and MDMS data mining to triple the number of field theft investigations and 

confirmed theft cases that occurred previously.843  SCE estimated 4,950 investigations generated 

by MDMS and 10,891 investigations generated by Tamper flags during each year of 2013 to 

2015.844   

SCE’s 2013 recorded data as of October 2013 for energy theft investigations generated 

by MDMS data mining were 109 and ESC tamper flags were 2,246, a number significantly lower 

than SCE’s 2013 forecasts.845  Therefore, ORA recommends no additional funding for energy 

theft investigations because the latest recorded data does not support the increase forecast. 

SCE’s 2012 and 2013 recorded expenses for FERC Account 587 show that the recorded 

adjusted expenses for 2013 declined by 3.79 percent from recorded adjusted expenses for 

2012.846   SCE’s 2013 recorded expenses should be representative of the level of expenses under 

ESC steady-state operations.  Therefore, ORA’s TY 2015 forecast at approximately the 2012 

recorded level of expenses is supported by the 2013 recorded data.   

                                              
841 Ex. SCE-4, Vol. 2, p. 42. 
842 Ex. SCE-4, Vol. 2, p. 48. 
843 Ex. SCE-4, Vol. 2, p. 51. 
844 Ex. ORA-13, p. 26, citing workpapers to Ex. SCE-4, Vol. 2, Pt. 1, p. 145. 
845 Ex. ORA-13, p. 27, citing SCE’s response to DRA-033-SWC, Q.2.b. 
846 Ex. ORA-13, p. 27 citing SCE’s response to DRA-Verbal-045, Q.1, Attachment-2013 O&M Reconciliation. 
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In Rebuttal, SCE says that its Meter Tamper Flag Program and its Unusual Usage 

Program are still in the “early development stage”, but that SCE expects increased number of 

investigations by 2015.847  SCE made these same arguments in its direct testimony, but as ORA 

noted in its testimony, the number of investigations so far has not met SCE’s expectations.  ORA 

continues to recommend no additional funding for energy theft. 

ORA addresses Operational Excellence savings in Exhibit ORA-19. 

FERC Account 903.100 – Postage 

FERC Account 903.100 captures the postage costs for SCE’s bills, associated notices, 

reminders, and correspondence.848   

SCE is requesting $18.096 million which is a reduction of $1.913 million or ten percent 

below 2012 recorded expenses for FERC Account 903.100 for TY 2015. SCE used 2012 

recorded expenses as the starting point and made future cost adjustments to forecast TY 2015 

expenses.   

ORA is recommending $18.180 million for FERC Account 903.100.  ORA does not 

dispute SCE’s upward adjustment of $531,000 to adjust for the increased number of mailings 

related to customer growth and an increase in postage-related activities and SCE’s reduction of 

$1.599 million for continuing customer migration to online billing options.   

ORA is adding back to the TY 2015 forecast the annual savings of $84,000 from SCE’s 

prepayment program.  SCE has elected to withdraw the prepayment program from its GRC 

request.849 

FERC Account 903.200 -- Credit & Payment Services 

FERC Account 903.200 captures costs for SCE’s Credit Group and Payment Services 

Group.  The Credit Group establishes, maintains, and enforces credit policies and practices.  SCE 

says the Payment Services Group assists customers in making their payments on time by 

providing numerous payment options such as by mail, in person through an Authorized Payment 

Agency (APA) or Rural Office, or through one of the electronic payment options.850   

                                              
847 Ex. 20, p.p. 59-60.  
848 Ex. SCE-4, Vol. 2, p. 119. 
849 Ex. ORA-13, p. 38. 
850 Ex. SCE-4, Vol. 2, p. 92. 
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In its Application, SCE requested $18.104 million or an increase of $234,000 for FERC 

Account 903.200 for TY 2015.  In its testimony, ORA recommends $17.196 million, removing 

the costs of $908,000 for SCE’s prepayment program.851  SCE has elected to withdraw the 

prepayment program from its GRC request, and it is ORA’s understanding that ORA and SCE 

now agree on the forecast for FERC Account 903.200.852   

FERC Account 903.800 -- Customer Contact Center 

FERC Account 903.800 captures the costs for SCE’s Customer Contact Center (CCC).  

SCE’s CCC is staffed by over 700 Customer Service Representatives (CSRs) and support 

personnel to respond to customer requests and inquiries.853   

In its Application, SCE requested $50.254 million, an increase of $3.881million or 8% 

more than SCE’s 2012 recorded expenses for FERC Account 903.800 for TY 2015.  With the 

withdrawal of SCE’s Prepayment Program, SCE revised its forecast down to $49.756 million.854  

ORA is recommending $45.269 million.855   

SCE used 2012 recorded expenses as the starting point and made future cost adjustments 

to forecast TY 2015 expenses.   

First, SCE made an upward adjustment of $4.031 million to account for the incremental 

ESC costs that SCE says it expects to experience under full steady-state operations by 2015.856  

SCE says the incremental ESC costs are comprised of $3.901 million for the increase in Average 

Handle Time (AHT), $693,000 for the increased Supervisor- to-Specialist ratio, and $247,000 for 

increase phone bill expense resulting from longer AHT.857   

Second, SCE claims that customer growth will impact the number of inbound calls or 

online requests for new service establishment and all other inbound inquiries.  SCE is requesting 

an increase of $956,000 for customer growth.858  
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856 Ex. SCE-4, Vol. 2, p. 152. 
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858 Ex. SCE-4, Vol. 2, p. 159. 
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Third, SCE is requesting an additional $755,000 to provide customer support for ESC-

enabled programs and services and emerging contact channels.  SCE is requesting an additional 

12 CSRs to provide an increase in other contact channel activities with its customers such as 

interactions through customer e-mail requests and Web Chat service.859   

Fourth, SCE is requesting an additional $1.868 million for a wage increase of $2.00 per 

hour for its CSRs.  SCE claims that it will not be able to attract and retain more highly skilled 

employees to support the expanded energy advisor role.  SCE says that the current market data 

for the Energy Advisor role through a Towers Watson Energy and Towers Watson General 

Industry Survey shows that the average salary for a residential Energy Advisor is $7.93 higher 

than its current CSR hourly salary.860 

Fifth, SCE made a reduction of $3.731 million for two Operational Excellence initiatives.  

SCE forecasts the cost savings of $2.953 million from expanding the volume of self-service 

transactions through SCE.com and the Interactive Voice Response (IVR) which will offset the 

call volumes and customer growth experience by the CCC.  SCE forecasts the other cost savings 

of $778,000 from streamlining of administrative support, support analyst, and project 

management work.861  Below, ORA addresses the specific elements of SCE’s requested increase.    

Incremental ESC Costs 

First, ORA disputes SCE’s incremental requests of 57 CSRs at $3.901 million for 

increased Average Handle Time.862  SCE’s requested increase is for 12 CSRs to support web 

chat service at $755,000,863 seven supervisors at $693,000,864 and $247,000 for increased phone 

bill expenses.   

ORA recommends an increase of $3.1 million above 2012 recorded for additional 

supervisors and additional CSRs to handle the increase in Average Handle Time and web chat 

service.  SCE implemented a hiring cap in the Customer Service Organization during April 2011 

                                              
859 Ex. SCE-4, Vol. 2, pp. 159 and 160. 
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to March 2013 while awaiting the final decision for the 2012 GRC.865  All positions in the 

Customer Contact Center were affected by the hiring cap except for frontline employees.866  

After the 2012 GRC Decision was issued on December 10, 2012, SCE hired 134 CSRs, four 

Supervisors, and two Technical Specialists during December 2012 to December 2013.  SCE had 

attrition of 86 CSRs during this time.  SCE’s Customer Contact Center had a net number of 54 

new hires (48 CSRs, 4 supervisors and 2 Technical Specialists) over these thirteen months which 

should meet the needs of the Customer Contact Center in TY 2015. 

ORA’s recommendation of $3.1 million is calculated by using the CSR salary of 

$54,574867 (labor expense of $43,680 and non-labor expense of $10,894) for 50 FTEs and 

Supervisor salary of $99,000868 for four FTEs.  ORA recommends no additional funding for the 

increase of phone bills because SCE’s Workpapers show CSRs’ non-labor expense includes 

phone bills and system expense, headsets, mileage, training, office supplies, recognition and 

safety equipment.869 

SCE says that additional CCC resources will be required in 2015 to provide adequate 

customer support of ESC-enabled programs and services and to comply with the Commission’s 

Smart Grid policies.  According to SCE, many of these programs rely on interval usage data or 

on emerging technologies (e.g., Home Area Network, Plug-in Electric Vehicles and Green 

Button) and are more complicated than basic electric service.870   

In ORA’s view, Customer Contact Center resources for these ESC-enabled programs and 

services should be embedded in recorded data as SCE implemented the HAN program in 

October 2010, the Plug-in Electric Vehicles Program in September 2009, the Budget Assistant 

Program in April 2010, and the Green Button Program in December 2011.871 
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Since SCE withdrew its request for a Prepayment Program, ORA removed the 

Prepayment Program costs of $498,000 forecasted in FERC Account 903.800.872   

Customer Growth 

ORA disputes SCE’s proposed increase of $956,000 for customer growth.  SCE says that 

the Customer Contact Center is directly impacted by customer growth as the CSRs handle 

inbound calls or online requests for new service establishment and all other inbound inquiries.873  

Although customer growth has occurred during 2008 to 2013, the number of Live Agent Call 

Volume Handled has decreased from 9.288 million calls in 2008 to 8.154 million calls in 

2013.874   

The numbers of Inbound Correspondence have fluctuated during 2008 to 2013.  

However, the 2013 Inbound Correspondence of 468,520 in 2013 shows that the level of Inbound 

Correspondence has almost returned to the 2008 level of 466,087.  The numbers of Billing 

Inquiry Investigations Completed have drastically declined from 85,382 in 2008 to 21,853 in 

2013.875   

The data shows that customer growth does not result in an increase in the numbers of 

Live Agent Call Volume Handled or Inbound Correspondence.  ORA’s recommendation for an 

increase in CSRs in the SOC Steady State discussion will accommodate the activity levels of the 

Customer Contact Center in 2015.  Furthermore, SCE has been able to meet the adopted service 

level goals from 2008 to 2013.876 

Customer Service Representative to Supervisor Ratio 

ORA forecasts the Customer Service Representatives (CSRs) to Supervisor ratio to be 

maintained at the 16 CSRs to 1 Supervisor ratio instead of SCE’s request of 12 CSRs to 1 

Supervisor ratio.  In any event, SCE hired additional Supervisors in 2013.877 
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In Rebuttal, SCE criticizes ORA for providing “… no explanation to support its 

recommendation to maintain the current CSR-to-Supervisor ratio…” SCE cites to a “study” SCE 

provided ORA in discovery.878   

The study to which SCE refers does not appear to ORA to support SCE’s position.  In 

fact, the study includes the following caveat:  “In short, be careful about drawing quick 

conclusions based on these figures or industry benchmarks.”  There are no simple answers along 

the lines of, ‘If you are a such and such type of contact center, you ought to have x staff per 

supervisor.’”879  The ultimate conclusion of the study is also noteworthy:  “In contact centers, 

somewhere between 8 and 12 agents per supervisor makes sense in many centers.  But a 5:1 or 

20:1 ratio may be equally justifiable – there’s simply no alternative to understanding your own 

unique environment and making a decision that is right for you.”880 

 

 

 

CSR Wage Increase 

SCE is requesting an average wage increase of $2.00 per hour for its CSRs in 2015 which 

will result in a $1.868 million increase.  SCE says that without this increase, it will not be able to 

attract and retain more highly skilled employees.881   

ORA recommends no additional funding for an increase in CSR wages.  First, SCE’s 

Total Compensation Study for the 2015 GRC shows that the total compensations of SCE’s CSRs 

are above the market rate.882   

Second, SCE had also requested an increase in CSR wages in its 2012 GRC.  The 

decision from the 2012 GRC disallowed SCE’s request for additional funding to increase CSR 

wages and continues to be applicable for this GRC.  The decision states, “We are not persuaded 

that SCE needs $6 million over two years to attract and retain qualified employees, especially in 

times of high unemployment.  Indeed, SCE claims to pay its managers and executives 
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competitive wages yet admits to skimping on wages for customer service representatives.  This is 

troubling.  At the PPH, the public repeatedly criticized the customer service representatives for 

their limited responsiveness, attitude, lack of information, wait time, and other problems.  SCE 

should be able to address this claimed deficiency through redirection of existing funds, new and 

embedded training funds, and $1 million in each of 2012 and 2013.”883   

Third, SCE receives additional funding to increase all wages through the labor escalation 

rate.  SCE has not proven that the CSRs’ compensation is not adequate or competitive; thus, SCE 

should not receive additional funding to increase the wages of CSRs.884   

In Rebuttal, SCE repeats the arguments it made in its direct testimony that ORA has 

already addressed.  In addition, though, SCE says that ORA “miscalculates its recommended 

forecast.”885 SCE also says that “ORA incorrectly concluded that phone expenses are included in 

CSRs non-labor expenses” and offers an “annotated copy of the AHT workpaper.  The top of the 

annotated workpaper states, “Non-labor is based on a 5-year average percentage of costs and 

include phone bills and system expense, headsets, mileage, training, office supplies, recognition, 

and safety equipment.886  The annotated copy of the AHT workpaper provides a column for labor 

and non-labor costs for FERC Accounts 903.800 and 905.100. Nowhere in the workpaper does 

SCE say that the non-labor expense for FERC Account 903.800 does not include the phone bills 

and that the phone bills are included in the non-labor costs column for FERC Account 905.100.  

To ORA’s knowledge, the September 15 service of the Rebuttal testimony is the first time SCE 

provided this to ORA.  The belated information comes too late for ORA to verify, and gives 

ORA no reason to change its recommendation.   

FERC Account 903.500 --Billing Services 

FERC Account 903.500 captures costs for SCE’s Revenue Services Organization 

(“RSO”) Billing Group which manages, maintains, and supports the customer usage and billing 

processes and program operations.887   
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SCE is requesting $22.277 million which is an increase of $542,000 or 3% above 2012 

recorded expenses for FERC Account 903.500 for TY 2015.  ORA is recommending $21.260 

million, 5% less than SCE’s request.888   

SCE forecast FERC Account 903.500 using two components:  (1) the Billing component 

($21.078 million), representing approximately 97 percent of the cost recorded in this account in 

2012 was forecast using the 2012 adjusted and recorded expenses as the starting point and made 

future cost adjustments and (2) the Policy Adjustment component ($657,000), representing three 

percent of the cost recorded in this account in 2012 was forecast using the five-year recorded 

average ($438,000) from 2008 to 2012.889   

First, SCE made an upward adjustment of $2.057 million to account for the incremental 

Meter Data Management System (MDMS) that is expected to occur under full steady-state 

operations in 2015.890  Second, SCE made an upward adjustment of $435,000 to adjust for a 

2012 to 2015 compounded customer growth rate of 2.06 percent.891   

Third, SCE made upward adjustments for five Billing related program changes that totals 

$1.070 million.  Program Services operations processes customer program applications, field 

work orders, troubleshooting activities, and quality control to manage customer program 

enrollments and rebate processing.   

 Braille and Enlarged Font billing option at $53,000.   

 Establish a baseline level of the service guarantee credits to be funded 
by ratepayers as a normal cost of business at $173,000.   

 Medical Baseline at $250,000. 

 Home Area Network (HAN) at $515,000. 

 Lifestyle Packages at $79,000.892  In 2012, SCE began a marketing 
approach to communicate tailored offerings to individual customers of 
products and services known as Lifestyle Packages with the 
anticipation that it will increase participation in energy saving 
programs.893 
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Fourth, SCE made a reduction of $2.554 million in cost savings in various support 

activities and by streamlining several exception processing events as a result of the Operational 

Excellence Program.894  Fifth, SCE forecasts a reduction of $246,000 in 2015 from customers 

converting to self-service enrollment channels for the Budget Assistant Program.895 

Sixth, SCE made a reduction of $219,000 for the difference between the 2012 recorded 

cost and SCE’s use of the five-year average of expenses for the Policy Adjustment component.896 

ORA does not oppose SCE’s upward adjustment of $2.057 million to account for the 

incremental Meter Data Management System (MDMS) that is expected to occur under full 

steady-state operations in 2015 or SCE’s request for $435,000 for a 2012- 2015 compounded 

customer growth rate of 2.06 percent.897  ORA does dispute the following: 

 

 

Service Guarantee Program 

SCE asks the Commission to require ratepayers to fund $173,000 to establish a baseline 

level of the service guarantee credits “…as a normal cost of business.”  ORA opposes any 

ratepayer funding of the Service Guarantee Program.898 

SCE’s Service Guarantee Program began in 2004 and includes four separate service 

guarantee standards:  (1) Missed Appointments, (2) Service Restoration (within 24 hours), (3) 

Planned Outage Notification, and (4) Timely and Accurate First Bill.  SCE pays a $30 credit for 

each occurrence when these standards are not met.  The funding for these credits is taken from 

earnings available for dividends.899 

SCE argues that a baseline level of the service guarantee credits should be funded by 

ratepayers as a normal cost of business.  SCE claims that credits funded through rates would still 

                                              
894 Ex. SCE-4, Vol. 2, p. 91. 
895 Ex. SCE-4, Vol. 2, p. 91. 
896 Ex. SCE-4, Vol. 2, pp. 91 and 92. 
897 Ex. ORA-13, pp. 31-32. 
898 Ex. ORA-13, p. 32. 
899 See, e.g., Ex. ORA-31, p. 34. 
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provide incentive for SCE to meet or exceed the base level target because any amount paid above 

the base level would be paid by shareholders.   

Ever since the program began in 2004,900 SCE has been trying to shift the costs of paying 

the refunds it owes its ratepayers to the ratepayers themselves.901  This time around, SCE says 

that “… most customers receiving payment do not know the service standard was not met and 

did not expect to receive a service guarantee credit.”902  Not surprisingly, SCE offers no actual 

proof of either of these self-serving assumptions. 

But, even if one or both were true, it is not clear what the relevance of this argument is. In 

its direct testimony, SCE says that “[a] significant aspect of delivering reasonable customer care 

is meeting our customers’ needs and expectations for customer service….”903  Is it SCE’s 

position that its responsibility to its ratepayers only extends as far as its customers’ lowest 

expectations?   

While the dollar amount of SCE’s Service Guarantee Program proposal pales into 

insignificance in comparison to SCE’s other requests, the fact that SCE would make the 

argument at all should be troubling to this Commission.  If this is SCE’s idea of “customer 

satisfaction,”904  this has implications far beyond SCE’s $173,000 attempt to make ratepayers 

pay for their own refunds. 

ORA recommends that SCE’s Service Guarantee Program funding request of $173,000 

be denied. 

Medical Baseline 

ORA disputes SCE’s request for incremental funding of $250,000 to support incremental 

process operations related to program enrollment, increasing program enrollment volume and 

enhance customer notification around customer application status and results for Medical 

Baseline customers.905  ORA recommends no additional funding above 2012 recorded expenses 

for the Medical Baseline program. 

                                              
900 Ex. ORA-13, p. 32. 
901 D.06-05-016, p. 122; D.09-03-025, p. 108; D.12-11-051, p. 228. 
902 Ex. SCE-20, p. 19. 
903 Ex. SCE-04, Vol. 1, p. 1. 
904 See, Ex. SCE-1, p. 8; Ex. SCE-6, Vol. 2, Pt. 1, p. 18, Table IV-2.  “Company Goals Included in Results Sharing 
Program.  Customer Satisfaction – Maintain Service Delivery Satisfaction; Maintain Customer Favorability.   
905 Ex. SCE-04, Vol. 2, p. 90. 
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SCE uses the projected 2015 to 2017 program service volume to forecast the incremental 

FTEs required during 2015 to 2017.  SCE then averages the 2015 to 2017 incremental FTEs to 

forecast 2015 funding.906  ORA takes issue with SCE’s methodology to forecast TY funding.  

ORA recommends that the work level in 2015 should only be used to forecast TY funding. 

First, SCE forecasts a decrease of 6,586 enrollments in 2013, a decrease of 523 

enrollments in 2014, and an increase of 6,091 enrollments in TY 2015.  Based on SCE’s 

forecasts for 2013 to 2015, the TY 2015 forecast is less than recorded 2012 enrollments.907  

SCE’s 2013 recorded Medical Baseline program enrollments were less than recorded in 2012.  

SCE recorded 73,787 customers in 2012 and 73,497 customers in 2013 that enrolled in the 

Medical Baseline program.908 

Second, SCE does not require the Medical Baseline customer to submit an application 

annually depending on the medical condition of the customer.  If the customer’s medical 

condition is permanent, the Medical Baseline customer completes a form self-certifying his/her 

continued eligibility for Medical Baseline every two years.  If the customer’s medical condition 

is not permanent, the Medical Baseline customer completes a form self-certifying his/her 

continued eligibility for Medical Baseline each year and the customer submits a new application 

with a doctor’s certification every two years.909   

In Rebuttal, SCE says that “ORA is mistaken to focus on 2013 recorded enrollments 

while ignoring the growth trend.”910  ORA reviewed all the information SCE has provided and 

continues to recommend no additional funding above SCE’s 2012 recorded expenses for 

processing Medical Baseline program enrollments.911 

Lifestyle Package 

                                              
906 Ex. ORA-13, p. 33, citing Workpapers to Ex. SCE-04, Vol. 2, Part 2, p. 73. 
907 Ex. ORA-13, p. 33, citing Workpapers to Ex. SCE-04, Vol. 2, Part 2, p. 73. 
908 Ex. ORA-13, p. 33, citing SCE’s response to ORA data request ORA-287-SWC, Q.2. 
909 Ex. ORA-13, p. 34, footnote 99 citing SCE’s Medical Baseline Allowance Application. 
910 Ex. SCE-20, p. 21, heading, lines 8-9. 
911 Ex. ORA-13, p. 34. 
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SCE forecasts incremental funding of $79,000 to support customer enrollments in 

customer Lifestyle Packages.  ORA recommends no additional funding for Lifestyle Packages as 

SCE has discontinued this program.912 

Operational Excellence 

ORA’s recommendations relating to Operational Excellence savings are addressed below 

in Section 24 of this Brief. 

FERC Account 907.700--Program Management Organization 

FERC Account 907.700 captures costs for SCE’s Program Management Organization 

(PMO).  The PMO develops and maintains the Customer Service long-term capital systems and 

business capabilities plan, the portfolio planning, and governance process and assesses the 

sustainability of critical systems.913   

SCE is requesting $7.415 million which is an increase of $1.437 million or 19 percent 

above 2012 recorded expenses for FERC Account 907.700 for TY 2015. ORA is recommending 

$6.343 million, or 15% less than SCE’s request.914   

SCE used 2012 recorded expenses as the starting point and made future cost adjustments 

to forecast TY 2015 expenses.  SCE made three upward adjustments totaling $1.437 million.  

First, SCE is requesting $630,000 for the development of optimized data management and 

complex business analytics for improved operational and strategic decision-making.  Second, 

SCE is requesting $267,000 to reflect the total annual costs associated with the three employees 

it hired in 2012.  Third, SCE is requesting $541,000 to support SCE’s 2014 to 2017 forecasts of 

capital software projects.915   

The recorded expenses for FERC Account 907.700 have fluctuated from a low of $2.801 

million in 2008 to a high of $8.391 million in 2011.  The recorded expenses decreased by $2.413 

million or 29 percent from 2011 recorded expenses of $8.391 million to $5.978 million in 2012.  

ORA recommends using the four-year average (2009 to 2012) of recorded expenses to forecast 

TY 2015 expenses.  ORA excluded the 2008 recorded expenses from the four-year average as it 

                                              
912 Ex. ORA-13, p. 34 citing SCE’s response to DRA-287-SWC, Q.1. 
913 Ex. SCE-4, Vol. 2, p. 164. 
914 Ex. ORA-13, p. 52. 
915 Ex. SCE-4, Vol. 2, pp. 167 and 168. 
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was the lowest of recorded expenses.  The four-year average is more than 2012 recorded 

expenses. 

In Rebuttal, SCE says “ORA and TURN completely ignore the known increased 

activities in SCE’s budget based forecast, and instead inappropriately use a multi- year average 

to calculate their forecasts.”916  ORA did not “ignore” SCE’s approach; ORA does not agree with 

it.  As the Commission has observed in the past, “… because spending utility spending plans 

may not always be implemented as intended, budget-based forecasts generally are given less 

weight than forecasts based on recorded spending absent a showing supporting the contrary 

approach.917 

FERC Account 904 – Uncollectible Expenses  

FERC Account 904 records SCE’s expenses for all revenue components of uncollectible 

customer accounts.  Historically, expenses recorded in this account are authorized based on an 

estimate of the uncollectible expense factor, which is expressed as a percent of SCE’s total 

revenue.  The authorized rate of uncollectible factor is applied to Test Year generation and 

distribution revenues in the GRC proceeding and is also applied to revenue components litigated 

in other ratesetting proceedings before the Commission and the FERC.918 

SCE’s uncollectible expense has been impacted by the 2009 moratorium halting credit 

disconnections for residential customers as well as the Residential Disconnect Order Instituting 

Rulemaking (OIR) that was initiated by the Commission on February 5, 2010.  The purposes of 

the OIR were to reduce the number of residential gas and electric service disconnections due to 

nonpayment, and to identify best practices to reduce customer disconnections.  The utilities were 

authorized to establish memorandum accounts to track any significant additional costs, including 

O&M charges associated with implementing the customer practices and any uncollectible 

expenses that exceed those projected in the utility’s last GRC.919    

Pursuant to Decisions D.12-03-054 and D.10-07-048, SCE has tracked the compliance 

costs associated with implementing the credit and disconnection practices arising out of the 

Residential Disconnect OIR in a Residential Service Disconnection Memorandum Account 

                                              
916 Ex. SCE-20. P. 46. 
917 See D.12-11-051, p. 14. 
918 Ex. SCE-4, Vol. 2, p. 125. 
919 Ex. SCE-4, Vol. 2, pp. 94 & 95. 
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(RSDMA) to be recovered through its existing Base Revenue Requirement Balancing Account 

(BRRBA) process.  D.12-03-054 states the intent of the Commission to review these costs in the 

utilities’ next GRC.920  

The practices established in the Residential Disconnect OIR that contribute to ongoing 

costs will sunset on December 31, 2013.  SCE says that the more lenient credit and disconnect 

policy changes mandated by the OIR resulted in an increase in outstanding account balances for 

residential customers and increased SCE’s risk exposure to uncollectible expense.  The reduction 

in the number of disconnections from 2010 to 2012 caused uncollectible expenses to increase.921    

SCE claims that the true impact of the more lenient Residential Disconnect OIR 

provisions affected 2012 uncollectible expense much more than in the initial years that the 

provisions were implemented.  SCE states that prior to 2009, the average closing bill had only 60 

to 90 days owing.  In contrast, with the Residential Disconnect OIR payment arrangement 

provisions, the average bill was typically six to twelve months owing before the service was 

disconnected and a closing bill was finally issued.  The actual write-off does not get recorded as 

Uncollectible Expense until 180 days after the closing bill is issued and attempts at collection 

have been exhausted.  SCE says that because the impact on its uncollectible factor will lag by 

approximately 12 to 18 months, the costs will continue to accrue well into TY 2015.922   

SCE assumes that the RSDMA will close at the end of 2014 and has included the forecast 

residual impact that carries over to 2015 in its TY 2015 FERC Account 904 forecast.  SCE 

anticipates some Information Technology (IT) costs may be incurred in 2014 to update its billing 

systems to remove the practices that will not continue past the sunset date.  Therefore, SCE says 

that any additional costs related to 2013 and 2014 uncollectible expense and IT costs will be 

provided via the GRC update process.923  

SCE recorded $9.168 million O&M Costs in its RSDMA.  SCE recorded $7.7 million of 

uncollectible expenses.  SCE tracked $868,000 in costs associated with the manual disconnection 

of customers from January through November 2012.  SCE tracked $591,000 in IT costs for 

updating its billing system to implement the Residential Disconnect OIR practices.  SCE 

                                              
920 Ex. SCE-4, Vol. 2, p. 99. 
921 Ex. SCE-4, Vol. 2, pp. 96 & 97. 
922 Ex. SCE-4, Vol. 2, p. 98. 
923 Ex. SCE-4, Vol. 2, p. 99. 
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assumes these costs will be fully recovered through the RSDMA and has removed these costs 

from the recorded history for each affected FERC account.  SCE requests that if the Commission 

finds any portion of these memorandum account expenses not to be a reasonable result of the 

Residential Disconnect OIR, the portion not allowed to be recovered through the RSDMA should 

be added back into the history for each affected FERC account before completing the final 2015 

TY forecast.924   

SCE says that, to avoid double counting, the impacts of the Residential Disconnect 

Decision have been removed from the derivation of SCE’s proposed forecast of Uncollectible 

Factor based on the five-year historical average with the assumption that the Commission will 

authorize the recovery of the amounts recorded in the RSDMA.  SCE forecasts an uncollectible 

factor of 0.230 percent.  However, should the Commission extend the provisions of the 

Residential Disconnect Decision beyond 2013, SCE says its proposed forecast method would 

require an adjustment to the five-year average forecast to include the impact of the OIR 

provisions going forward into TY 2015.925 

ORA recommends using the 2012 Last Recorded Year’s Uncollectible Factor of 0.222 

percent926 to forecast the TY 2015 Uncollectible Factor.  The Uncollectible Factor without the 

Residential Disconnect OIR impact has been decreasing since 2009.927  The Uncollectible 

Factors without the Residential Disconnect OIR impact were 0.242 percent in 2009 and 2010 and 

decreased to 0.227 percent in 2011 and then to 0.222 percent in 2012.  With the economic 

outlook for 2014 and 2015 better than in the recent past, SCE’s 2015 Uncollectible Factor is not 

likely to be higher than SCE’s 2012 recorded Uncollectible Factor, and may be lower than 2012 

given the most recent historical trend.928 

If the Commission extends the provisions of the Residential Disconnect Decision beyond 

the sunset date of December 31, 2013, ORA recommends a TY 2015 Uncollectible Factor of 

0.222 percent and SCE’s RSDMA to remain open to track any O&M charges and any 

                                              
924 Ex. SCE-4, Vol. 2, pp. 100 and 101. 
925 Ex. SCE-4, Vol. 2, p. 137, Table IV-54. 
926 2012 Recorded Uncollectible Factor after removal of the Residential Disconnect OIR impacts (Ex. SCE-4, Vol. 
2, p. 136). 
927 Ex. ORA-13, p. 46, Table 13-33; Ex. ORA-13, p. 50.  
928 http://www.forbes.com/sites/billconerly/2014/01/22/economic-forecast-2014-2015-looking-better-with-help-
from-oil-and-gas/ 
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uncollectible expenses that result from extending the Residential Disconnect Decision 

provisions.   

In Rebuttal, SCE says that “ORA’s dependence on a single online Forbes economic 

forecast dated January 22, 2014 to support is assumptions about the economic outlook for 2014 

and 2015 should be disregarded.  SCE’s review of more recent news articles and information 

support the opposite result.” 

ORA expects that there will be news articles to support nearly any position, and 

continues to recommend 0.222 for the TY 2015 Uncollectible Factor. 

7.2. Customer Service – Capital 

SCE is requesting capital expenditures of $19.846 million in 2013, $28.508 million in 

2014, and $33.766 million in 2015 for its Meter Services Organization.929  SCE is requesting 

capital expenditures of $595,000 in 2013, $1.415 million in 2014, and $1.815 million in 2015 in 

its Business Customer Division.930 

ORA recommends capital expenditures of $13.742 million in 2013, $12.141 million in 

2014, and $13.316 million in 2015 for SCE’s Meter Services Organization.931  For SCE’s 

Business Customer Division, ORA recommends capital expenditures of $275,000 in 2013, $1.1 

million in 2014 and $1.1 million in 2015.932 

SCE is requesting capital expenditures of $19.846 million in 2013, $28.508 million in 

2014, and $33.766 million in 2015 for its Meter Services Organization (MSO).  The largest 

component of the MSO general capital forecast is for meters.  With SCE completing its ESC 

deployment in 2012, metering capital costs going forward will be for new ESC growth, 

replacement meters, legacy meters used for Opt-Out customers, and RTEM metering for its 

largest customers.  SCE’s ESC Balancing Account (ESCBA) remains open in 2013 and 2014 for 

the implementation of Home Area Network (HAN) costs.  The ESCBA is closed for all other 

costs.  All of SCE’s metering capital requirements will be requested in the GRC.933   

                                              
929Ex. SCE-4, Vol. 2, p. 60. 
930 Ex. SCE-4, Vol. 3, pp. 50 and 51. 
931 Ex. ORA-13-R, p. 62. 
932 Ex. ORA-13, p. 62, Table 13-48. 
933 Ex. SCE-4, Vol. 2, p. 60. 
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SCE significantly overstated its meter capital expenditures in its 2012 GRC.  In the 2012 

GRC, SCE forecasted a total of $73.288 million in meter capital expenditures for 2010 to 2012 

($25.66 million in 2010, $24.3 million in 2011, and $23.3 million in 2012).934  The Commission 

adopted $17.1 million for meter capital expenditures in 2010, 2011, and 2012 for a total of $51.3 

million.935  SCE recorded meter capital expenditures of $31.709 million from 2010 to 2012 

($17.154 million in 2010, $7.723 million in 2011, and $6.832 million in 2012).  SCE’s 2010 to 

2012 recorded meter capital expenditures were only 43% of its 2010 to 2012 forecasts of meter 

capital expenditures in its 2012 GRC.  SCE spent only 62% of the Commission authorized meter 

capital expenditures for 2010 to 2012.936   

SCE is requesting $18.824 million 2013, $27.419 million in 2014, and $33.552 million in 

2015 in its original forecasts.  SCE’s meter expenditures were calculated by applying its forecast 

volume of new meters sets and replacements per year to its forecast cost per meter.937  As a result 

of a data request from ORA, SCE discovered a computational error in calculating the non-

residential meter weighted average.  SCE states that because of this error, SCE’s Commercial 

and Industrial (C&I) and Agricultural meter unit cost estimates used in the 2015 GRC meter 

capital forecast are overstated by $4.283 million in 2013, $4.566 million in 2014, and $4.762 

million in 2015.  SCE’s data request response shows revised meter forecasts of $14.541 million 

for 2013, $22.853 million for 2014, and $29.790 million for 2015.938   

ORA recommends meter capital expenditures of $12.664 million in 2013, $11.052 

million in 2014, and $13.102 million in 2015.  ORA recommends using SCE’s 2013 recorded 

meter capital expenditures of $12.664 million for 2013 meter capital expenditures forecast.939  

New Growth Meter Installations (Residential, Commercial & Agricultural) 

The Edison Smart Connect meters will be used for new growth meter installations for all 

customers with demand under 200 kW.  The conventional electromechanical (legacy) meters will 

be used for customers who opt out of ESC metering.  SCE used its March 2013 Retail Sales & 

                                              
934 D. 12-11-051, p. 364. 
935 D. 12-11-051, p. 365. 
936 Ex. ORA-13, p. 63. 
937 Ex. SCE-4, Vol. 2, p. 64. 
938 Ex. ORA-13-WP, p. 13-31, SCE’s response to ORA data request data request DRA-009-SWC, Q.7.f. 
939 Ex. ORA-65. 
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Customer Forecast to forecast the Residential, Commercial and Agricultural new growth meter 

requirements, with residential ESC meter inventory adjustments in 2013 and 2014.940  SCE says 

its metering costs in 2013 are significantly lower than in subsequent years because existing 

residential meter inventory above normal levels will be used before purchasing new meters.941  

ORA does not dispute SCE’s forecast of unit costs for residential and commercial 

meters.942 

Residential Growth Meters 

SCE forecasts residential growth capital expenditures of $4.120 million in 2014 and 

$7.031 million in 2015.  ORA recommends residential growth capital expenditures of $2.475 

million in 2014 and $4.050 million in 2015.  ORA uses the new meter forecasts in Exhibit ORA-

3 for its meter capital expenditures forecasts for SCE’s residential customers.   

ORA forecasts 26,466 residential growth meters for 2014.  SCE adjusts its 2014 forecast 

by reducing its forecast by 7,996 residential growth meters as a result of higher than normal 

levels of inventory.  ORA similarly adjusts its 2014 forecast of residential growth meters by 

7,996 meters from inventory to result in the purchase of 18,470 residential growth meters at a 

unit cost of $134 for a total cost of $2.475 million.   

ORA forecasts 29,561 residential growth meters at a unit cost of $137 for a total cost of 

$4.050 million in 2015.943 

Commercial & Industrial (C&I) Growth Meters 

SCE forecasts C&I growth capital expenditures of $5.866 million in 2014 and $7.878 

million in 2015.  ORA recommends C&I growth capital expenditures of $3.634 million in 2014 

and $4.332 million in 2015.  ORA uses the new meter forecasts from Exhibit ORA-3 for its 

meter capital expenditures forecasts for SCE’s C&I customers for 2014 and 2015.  ORA 

recommends using its forecast of 5,947 C&I growth meters at a unit cost of $611 in 2014 for a 

total cost of $3.634 million for 2014.  ORA recommends using its forecast of 6,943 C&I growth 

meters at a unit cost of $624 for a total cost of $4.332 million for 2015.944   

                                              
940 Ex. SCE-4, Vol. 2, pp. 62 and 63. 
941 Ex. SCE-4, Vol. 2, p. 64. 
942 Ex. ORA-13, pp. 66-67. 
943 Ex. ORA-13, p. 67. 
944 Ex. ORA-13, p. 68. 
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Replacement Meters -- Residential 

SCE expects the residential replacement meter forecast to be substantially below 

historical replacement volumes due to the fact that nearly all residential meters are new ESC 

meters that are expected to have lower than normal replacement rates.  SCE estimates 80 percent 

of ESC meter replacements will be covered under the original manufacturer’s warranty.   

SCE forecasts residential replacement meters of $6.994 million in 2014 and $5.564 

million in 2015.  ORA recommends residential replacement meters of $1.438 million in 2014 

and $1.469 million in 2015. 

To calculate the residential replacement meter volume, ORA used the same percentage of 

residential replacement meters to residential growth meters as SCE.945  ORA forecasts 5,086 

residential replacement meters at a unit cost of $134 for a total cost of $682,000 for 2014.  ORA 

forecasts 3,042 residential replacement meters at a unit cost of $137 for a total cost of $417,000 

for 2015.946 

Replacement Meters – Commercial and Industrial 

SCE forecasts C&I Replacement meters of $6.994 million in 2014 and $5.564 million in 

2015.  SCE based its C&I meter replacements forecast on a five year historical replacement 

average of 9,095 meters, with adjustments in 2014 through 2016 to take into account routine and 

sample testing cycles that are expected to have an influence on the number of replacements in 

those years.   

ORA recommends C&I Replacement meter of $1.438 million in 2014 and $1.469 million 

in 2015.  ORA used the 2013 recorded Commercial and Industrial (C&I) Replacement meter 

volume of 2,354 to forecast 2014 and 2015 C&I Replacement meter volumes.947   

Replacement Meters – Agricultural 

SCE forecasts Agricultural Replacement Meters of $1.199 million in 2014 and $1.224 

million in 2015.  SCE based its Agricultural replacement meters forecasts on the five-year 

recorded average of 1,337 meters per year.948   

                                              
945 Ex. SCE-4, Vol. 2, p. 64:  Year 2014 - 5,890/30,647=19.2% of residential growth meters to forecast residential 
replacement meters.  Year 2015 – 5,275/51,238=10.3%. 
946 Ex. ORA-13, p. 68. 
947 ORA-13, p. 69. 
948 Ex. SCE-4, Vol. 2, p. 63. 
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ORA recommends Agricultural Replacement Meters of $275,000 in 2014 and $281,000 

in 2015.  ORA used the 2013 recorded Agricultural Replacement meter volume of 450 to 

forecast 2014 and 2015 Agricultural Replacement meter volumes.949 

Opt-Out Meter Replacement 

SCE forecasts capital expenditures of $227,000 in 2014 and $231,000 in 2015 for Opt-

Out meter replacement.950  SCE expects Opt-Out meter replacements to be driven by opt-out 

customer turnover, as existing opt-out customers decide to revert back to ESC meters, and as 

existing ESC-metered customers choose to opt out of their ESC meter.  SCE forecasts 3,600 Opt-

Out Replacements per year during 2013 to 2015.951   

ORA forecasts capital expenditures of $89,000 in 2014 and $91,000 in 2015 for Opt-Out 

Meter Replacement.  SCE recorded Opt-Out meter capital expenditures replacement volume of 

2,100 meters in 2013.952  SCE states it had approximately 21,300 customers participating in the 

Opt-Out Program by the end of 2012.953  SCE had 23,070 Opt-Out customers at the end of 

March 2014.954  SCE’s forecast of an additional 6,200 Opt-Out customers in 2015 above 2012 is 

not consistent with current information and trends.955   

The number of Opt-Out customers increased by 1,770 customers during the fifteen 

months from the end of 2012 to March 31, 2014.956  The average monthly increase of Opt-Out 

customers is 118 customers during this fifteen month period.  ORA forecasts Opt-Out 

Replacement meter volume of 1,416 meters for each year of 2014 and 2015 based on the 

increase of 118 Opt-Out customers per month.  ORA used SCE’s Opt-Out Replacement meter 

unit costs of $63 for 2014 and $64 for 2015.  ORA forecasts capital expenditures of $89,000 in 

2014 and $91,000 in 2015 for Opt-Out Meter Replacement.957   

Non-Routine Meter Replacements 
                                              
949 Ex. ORA-13, p. 69. 
950 Ex. SCE-4, Vol. 2, p. 64 
951 Ex. SCE-4, Vol. 2, pp. 61 and 62. 
952 Ex. ORA-13-WP, p 13-52 – 13-53, SCE’s response to DRA-230-SWC. Q.3. 
953 Ex. SCE-4, Vol. 2, p. 22. 
954 Ex. ORA-13-WP, p 13-57, SCE’s response to DRA-278-SWC, Q.1.d. 
955 Ex. ORA-13, p.  70. 
956 23,070 customers (March 2014) subtract 21,300 customers (December 2013) equals 1,770. 
957 Ex. ORA-13, p. 70. 
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SCE forecasts non-routine meter replacements to include delayed ESC meter 

replacements that are yet to be completed due to access issues and other extenuating 

circumstances that will delay the final ESC installations into 2016 and 2017; PCAN meter 

replacements; and Real- Time Energy Meters (“RTEM”)958 meter replacements.959   

Delayed ESC Meter Installations 

SCE states that approximately 50,000 legacy meters (excluding opt-out meters) remain in 

the field due to accessibility, owner permission and safety issues.  SCE plans to complete the 

delayed ESC meter installations over three years from 2013 to 2015. SCE forecasts no new 

meters for 2013 and 2014 while it depletes the ESC meter inventory and forecasts $2.29 million 

in 2015 for the delayed ESC meter installations.960  SCE completed 27,375 delayed ESC Meter 

Installations in 2013 at a cost of $6.718 million.961  

ORA recommends no additional funding for delayed ESC Meter Installations in 2015 

since SCE’s testimony states that it does not forecast new meters for 2013 and 2014 while it 

depletes higher-than-normal inventory of ESC program meters.  Since SCE recorded capital 

expenditures for the delayed ESC Meter Installations it completed in 2013, ORA expects that the 

higher-than-normal inventory of ESC program meters still exists for ESC meter installations in 

2014 and 2015.962 

PCAN Meter Replacements 

SCE states that PCAN meters were installed before 1950 and are now obsolete and a 

safety concern for Field Service Representatives to reach each month.  PCAN meters house the 

utility’s kWh meter and the test links under one cover.  These meters are typically used on 

agricultural accounts and mounted on a pole eight to 12 feet from the ground but may be placed 

higher or at eye-level as needed.  SCE plans to replace 1,010 PCAN meters with ESC meters 

during 2014 to 2016 at a unit cost of $8,121 for a total of $8.34 million.963 

                                              
958 Ex. SCE-4, Vol. 2, p. 15. 
959 Ex. SCE-4, Vol. 2, p. 63. 
960 Ex. SCE-4, Vol. 2, pp. 65 to 66. 
961 Ex. ORA-13, p. 71, citing SCE’s response to DRA-230-SWC, Q.3. 
962 Ex. ORA-13, p. 71. 
963 Ex. SCE-4, Vol. 2, p. 65. 
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ORA recommends replacing the 1,010 PCAN meters with ESC meters over four years 

from 2014 to 2017.  As of March 2014, SCE has not started the PCAN Meter Replacement 

project or selected a third-party contractor to replace the meter panels.964  ORA forecasts 253 

PCAN meter replacements each year of 2014 and 2015 at a unit cost of $8,000 per meter.  ORA 

forecasts 2014 and 2015 PCAN Meter Replacements of $2.020 million each year.965 

RTEM Meter Replacements 

SCE based the Real Time Energy Meter (RTEM) replacements on the five-year historical 

average of RTEM meter replacements.  RTEM meters are interval data recorders installed on 

SCE’s largest customers with demands exceeding 200 kW.  SCE estimates an annual RTEM 

meter replacement of 2,028 RTEM meters during 2013 to 2015 at a cost of approximately $2,700 

per meter.966 

ORA recommends using 2013 recorded volume and 2013 recorded unit cost for RTEM 

Meter Replacement to forecast 2014 and 2015 RTEM Meter Replacements.  SCE recorded 220 

RTEM Meter Replacements at a unit cost of $1,400 for a total $308,000 in 2013.  ORA 

recommends capital expenditures of $308,000 for each year of 2014 and 2015 for RTEM Meter 

Replacements.967 

Meter Services Organization – Specialized Equipment 

SCE is requesting Meter Services Organization (MSO)-Specialized Equipment capital 

expenditures of $307,000 in 2013, $314,000 in 2014, and $214,000 in 2015.968   

ORA is recommending using the 2013 recorded MSO-Specialized Equipment capital 

expenditures of $1.079 million which is $772,000 above SCE’s capital expenditures request for 

2013.969  ORA does not dispute SCE’s 2014 and 2015 forecasts for MSO-Specialized Equipment 

capital expenditures.970 

Meter Services Organization – Structures and Improvements 

                                              
964 Ex. ORA-13, p. 71 citing SCE’s response to ORA data request DRA-215-SWC, Q.1.k. 
965 Ex. ORA-13, p. 71. 
966 Ex. SCE-4, Vol. 2, p. 65. 
967 Ex. ORA-13, p. 71. 
968 Ex. SCE-4, Vol. 2, p. 66. 
969 Ex. ORA-13, p. 72, citing SCE’s response to RA-Verbal-038. 
970 Ex. ORA-13, p. 72 
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SCE is requesting MSO-Structures and Improvements capital expenditures of $715,000 

in 2013, $775,000 in 2014, and $0 in 2015.971 

ORA is recommending using the 2013 recorded MSO-Structures and Improvements 

capital expenditures of $0 which is $715,000 less than SCE’s capital expenditures request for 

2013.972  ORA does not dispute SCE’s 2014 and 2015 forecasts for MSO-Structures and 

Improvements capital expenditures.973 

Business Customer Division – Structures and Improvements 

SCE is requesting Structures and Improvements capital expenditures for its Energy 

Education Centers.  SCE is requesting capital expenditures of $477,000 in 2013, $1.295 million 

in 2014, and $1.483 million in 2015 for its BCD-Structures and Improvements.974 

ORA recommends using the 2013 recorded BCD-Structures and Improvements capital 

expenditures of $175,000 for 2013.975  ORA does not dispute SCE’s forecasts of $1.295 million 

in 2014 and $1.483 million in 2015 for Business Customer Division – Structures and 

Improvements.976 

Business Customer Division – Specialized Equipment 

SCE forecasts capital expenditures of $118,000 in 2013, $123,000 in 2014, and $332,000 

in 2015 for the specialized equipment for use by BCD engineers and pump test specialists.977  

ORA recommends using the 2013 recorded BCD-Specialized Equipment capital 

expenditures of $100,000 for 2013.978  ORA also recommends using the 2013 recorded BCD-

Specialized Equipment capital expenditures of $100,000 to also forecast 2014 and 2015.979 

7.3. Customer Service – Other Operating Revenue 

ORA does not dispute SCE’s forecast for Customer Services Other Operating 

Revenues.980 

                                              
971 Ex. SCE-4, Vol. 2, p. 68. 
972 Ex. ORA-13, p. 73, citing SCE’s response to DRA-Verbal-038. 
973 Ex. ORA-13, p. 72. 
974 Ex. SCE-4, Vol. 3, p. 50. 
975 Ex. ORA-13, p. 73, citing SCE’s response to DRA-Verbal-038. 
976 Ex. ORA-13-R, p. 73. 
977 Ex. SCE-4, Vol. 3, p. 51. 
978 Ex. ORA-13, p. 74, citing SCE’s response to DRA-Verbal-038. 
979 Ex. ORA-13, p. 74. 
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7.4. Customer Service – Additional Issues 

There are no Additional Items in Customer Service in dispute between SCE and ORA. 

8. Information Technology and Business Integration  

8.1. Information Technology—O&M 

SCE’s IT Operating Unit handles nearly all IT services and products throughout the 

company. IT was restructured since SCE’s last General Rate Case (GRC) filing for Test Year 

2012; therefore expenses are not easily traced from the previous filing. The restructuring 

occurred beginning in 2011 through December 2012,981 and SCE states that restructuring will 

continue to occur. SCE has made adjustments to expenses in order to reflect the new structure of 

the IT Operating Unit.  

SCE’s IT Operating Unit is currently organized into five divisions. The SCE 

Infrastructure Technology Services (ITS) division handles equipment and hardware. The 

Technology Division and Maintenance (TDM) division handles IT applications for a number of 

SCE Operating Units. The Enterprise Information Management and Architecture (EIMA) 

division handles enterprise systems. The Cybersecurity and Compliance division handles 

company-wide cybersecurity as well as compliance with cybersecurity mandates. The Client 

Services & Planning (CS&P) division performs long-term strategic planning and monitoring, 

again for a number of SCE Operating Units.982 

In its Application, SCE requests $6 million more for 2015 over its last recorded year 

2012 IT Operation and Maintenance expenses of $223 million, for a total of $229 million.983  

ORA’s testimony on IT Expenses is contained within Exhibit ORA-15.  In that exhibit, ORA 

recommends $204 million in IT expenses.984  

The reasons for the differences between ORA’s forecasts and SCE’s are described, by 

FERC Account, below. 

Infrastructure Technology Services FERC Account 920/921 

                                                                                                                                                  
980 Ex. ORA-13, p. 5. 
981 Ex. SCE-8, Vol. 1, Pt. 1, pp. 4-5. 
982 Ex. SCE-5, Vol. 1, Pt. 1, p. 7. 
983 Ex. SCE-14, Attachment 7, revising Ex. SCE-5, Vol. 1, Pt. 1, p. 10. 
984 Ex. ORA-15, p. 2. 
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Infrastructure Technology Services Division (ITS) is SCE’s largest division within its IT 

Operating Unit. The 2012 recorded/adjusted expenses were $109 million, and its forecast 

expenses for TY 2015 are $113 million. According to its direct testimony, SCE’s ITS employed 

758 SCE employees and used 412 contractors.985 ITS is organized into the following five groups: 

Automation Services, Computing Services, Service Operations, Grid Services and Service 

Management & Planning. 

SCE requests $113.454 million for TY 2015 ITS expenses.986  ORA recommends 

$102.265 million for the Test Year.987 

For its forecast of ITS expenses, SCE used the 2012 recorded adjusted expenses of 

$109,379,000 and makes adjustments based on anticipated changes in TY 2015. For the labor 

expenses specifically, SCE uses the 2012 recorded adjusted expenses of $48,588,000 and 

subtracts $9,876,000 due to anticipated Operational Excellence labor savings.988 989  SCE 

acknowledges that Commission guidance on forecasting would recommend an averaging 

methodology, but defends its choice as “it best represents the basis for expenses we anticipate 

beginning in 2015.”990 

SCE’s non-labor forecast increase is derived by adding the last recorded year expenses of 

$60,791,000 to an itemized forecast of $15,192,000 in TY 2015.991 SCE further adjusts its non-

labor forecast in 2015 by reducing $1,291,000 for Operational Excellence savings992 to arrive at 

a total forecast of $74,692,000. 

ORA asked SCE to identify the drivers of the non-labor increases and their ratio of the 

costs.  SCE responded as follows:  

                                              
985 Ex. SCE-5, Vol. 1, Pt.1, p. 10. 
986  Ex. ORA-15, p. 4. 
987 Ex. ORA-15, p. 4. 
988 Ex. SCE-5, Vol. 1, Pt. 1, p. 22. 
989 ORA’s recommendation on Operational Excellence is found in Ex. ORA-19 and in this Brief in Section 24. 
990 Ex. SCE-5, Vol. 1, Pt. 1, p. 22. 
991 SCE provides the basis for its itemized forecast of software license and maintenance expenses in Ex. SCE-5, Vol. 
1, Ch. I-II, Pt. 1, workpaper, p. 154. SCE further explains that a $4 million reduction to its itemized forecast of 
$19,198,146 is based on management judgment in anticipation of Operational Excellence savings. SCE 
supplemental response of August 7, 2013 to ORA data request DRA DEF KWZ-009, Q.2. 
992 Ex. SCE-5, Vol. 1, Ch. I-II, Pt. 1, Company Wide Adjustment 3 on workpaper, p.146. 
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 Expenses for capitalized software projects entering into the capitalized 
five-year maintenance and support period (less than 1%), 

 Growth in number of licenses (9%),  

 Escalation of the cost of existing licenses (19%), and  

 New software licenses (72%)993 

ORA recommends a four-year average as SCE’s costs have been varying, going from a 

low of $100.416 million in 2008, to a high of $120.111 million in 2011, and dropping back down 

again to $109.378 million in 2012.994  ORA’s 10% decrease from the average is based on a 

calculation of less hardware that will be required for fewer workers. Furthermore regarding 

SCE’s non-labor forecast, ORA does not accept SCE’s itemized list of additional expenses as 

these expenses for software license increases are not new. They are accounted for in historical 

costs and therefore no incremental increase should be required.  Because similar conditions 

existed in 2012, which is part of the historical period, such drivers are adequately captured in 

historical costs. SCE’s incremental addition of an itemized list inflates the forecast.995  

In addition to applying the four-year average methodology to both labor and non-labor, 

ORA subtracts 10% of the forecast to account for the decrease in total SCE employees, and the 

associated decrease in end-use devices and support that fewer employees will require.  SCE 

indicates a forecast of 11% fewer desktops and laptops (17,400) in TY 2015 compared to 19,600 

in the last recorded year 2012.996  In addition to PCs and laptops, call management volume and 

order and request fulfillment volume997 show a decrease in 2012 over previous years. With the 

reduction in SCE’s overall staff, these hardware requirements for ITS should also be accounted 

for. ORA has taken this into account with the 10% reduction of the four year average of recorded 

costs.998 

In Rebuttal, SCE says that ORA’s connection between headcount and ITS expenses is not 

consistent with the functions that ITS carries out.999  However, this conflicts with SCE’s 

                                              
993 Ex. ORA-15, pp. 6-7, citing SCE response to DRA-282-KWZ Q/A 4. 
994 See, Ex. SCE-21, p. 3, Table I-1. 
995 Ex. ORA-15, p. 7. 
996 Ex. SCE-5, Vol. 1, Pt. 1, p. 96. 
997 Ex. SCE-5, Vol. 1, Ch. I-II, workpapers pp. 104-106. 
998 Ex. ORA-15, p. 7. 
999 Ex. SCE-21, p. 5. 
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testimony in its 2012 GRC when SCE increased its ITS1000 forecast due to increases in the 

number of employees.  Then, SCE made a direct link between number of employees and ITS 

expenses saying, “A final driver for expenses increases is the overall demand for IT services.  

SCE employee requirements, such as mobility, increase the number of BlackBerrys, laptops, and 

other mobile devises.  This increases IT service desk calls and support expenses.”1001  When 

ORA asked SCE about this in a data request, SCE’s response was “The 2012 testimony cited 

supports the notion that the number of employees is one of the factors influencing demand for IT 

services, and costs expected to be incurred.  SCE has fully acknowledged this linkage.”1002   

In Rebuttal, SCE also says that “ORA’s assumption that software license and 

maintenance costs are already embedded in historical spending is inaccurate.”1003  SCE’s 

testimony does not make it possible to verify that statement.  SCE’s direct testimony groups 

together “…software license and maintenance expenses for capitalized software projects entering 

into the capitalized five-year maintenance and support period”1004 with growth in the number of 

licenses and escalation of the cost of exiting licenses.”1005  According to SCE, “…a project could 

require net new licenses or brand new licenses of a completely different set of software.”1006    

In the absence of supporting evidence for either of SCE’s Rebuttal arguments, ORA 

continues to recommend $102.265 million for  Infrastructure Technology Services Division 

FERC Accounts 920/921. 

Cybersecurity and Compliance FERC Account 920/921 

SCE says its Cybersecurity and Compliance (C&C) division protects SCE systems and 

data from cyber-attack. SCE describes C&C as providing defense in an environment of mounting 

threats.1007 SCE also lists several high-risk systems requiring monitoring, and points to its 

SCADA (Supervisory Control And Data Acquisition) networks as an area where increased 

                                              
1000 ITS was called Infrastructure Operations in 2012. 
1001 Ex. ORA-42, excerpts from SCE TY 2012 Ex. SCE-05, Vol. 2. 
1002 Ex. ORA-41, SCE response to DRA-341-KWZ. 
1003 Ex. SCE-21, p. 6, heading, lines 1-2.. 
1004 Ex. SCE-05, vol. 1, p. 23. 
1005 Ex. SCE-05, vol. 1, p. 23. 
1006 10 RT 990, Inlander/SCE. 
1007 Ex. SCE-5, Vol. 2, Pt. 1, p. 12. 
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vigilance is warranted.1008  This division also includes IT compliance functions, which SCE says 

helps to ensure compliance with federal and state mandates regarding cybersecurity.   

SCE requests a nearly 300% increase for C&C to $19.023 million relative to its 2012 

expenditures of $6.478 million.  ORA recommends $14.879 million for the Test Year.1009 

In addition to the driver of increased cyberattack, SCE also describes the need for 

additional cybersecurity as networks become more mobile and remote, as well as the need to 

protect Smart Grid functions. The labor increase is due to plans to add 20 in-house positions1010 

to the 70 employees at the end of the last recorded year 2012.1011 By the end of the year 2013, 

SCE had hired seven additional employees in C&C.1012 Additionally, the drivers of the non-labor 

increases are 11 contract workers.1013 The forecast non-labor expenditures for 2013 are $5.885 

million and the actual 2013 non-labor expenditures for 2013 are $3.553 million.1014 

There is no question that cybersecurity and protection is one of the highest priorities for 

SCE. However, this rate of increase of contracted workers is likely to be unattainable. For 

example, in 2013 C&C spent 60% of what was budgeted for its non-labor category, which 

includes contracted workers.1015 Furthermore, SCE says that C&C deploys resources to its 

Nuclear Operating Unit,1016 and neglected to remove these costs from its C&C expenses although 

it is deleted in the testimony. Therefore ORA accepts SCE’s C&C forecast of 2014 expenses in 

place of 2015 expenses. SCE’s proposed increased spending of $8,401,000 in 2014 is more than 

double the 2012 expenditures and would be a significant increase and inappropriate for TY 2015. 

Client Services and Planning FERC Account 920/921 

SCE’s Client Services & Planning performs a long-term planning and managing function 

with SCE’s IT Operating Unit. Prior to the restructuring of SCE’s IT Operating Unit, it was 

                                              
1008 Ex. SCE-5, Vol.1, Pt. 1, p. 47. 
1009 Ex. ORA-15, p. 11, Table 15-5. 
1010 Ex. ORA-15, p. 11 citing SCE response of January 30, 2014 to  DRA-111-KWZ, Q.3b. 
1011 Ex. SCE-5, Vol. 1, Ch. I-II, Pt. 2, workpapers pp. 120-121. “C&C O&M Labor and Non-Labor Additions.”  
1012 Ex. ORA-15, p. 11 citing SCE response to DRA-111-KWZ, Q.3.c, updating Ex. SCE-5, Vol. 1, Ch. I-II, Pt. 2, 
workpapers pp. 120-121. “C&C O&M Labor and Non-Labor Additions.”  
1013 Ex. SCE-5, Vol. 1, Ch. I-II, Pt. 2, workpapers pp. 120-121. “C&C O&M Labor and Non-Labor Additions.” 
1014 Ex. ORA-15, p. 12 citing SCE response to DRA-283-KWZ, Q.4. 
1015 Ex. ORA-15, p. 12 citing SCE response to DRA-283-KWZ, Q.4. 
1016 Ex. SCE-5, Vol. 1, Pt. 1, p. 47. 
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called Business Operations Management. As part of IT’s restructuring, certain Finance and 

Administrative services were moved to the corporate functional group in 2012.1017 The 

remaining Business Operations and Business Relationship functions became what is now CS&P. 

Within CS&P, its Client Portfolio Management Solutions groups serves as a gatekeeper to all 

work coming into IT. In this role, CS&P is also responsible for discussing reasonable metrics to 

measure productivity results from IT solutions, which was required by the Commission’s 

directive from the 2012 GRC Final Decision.1018   

SCE requests $17,816,000 for TY 2015. This is 78% less than 2012 recorded spending of 

$22,781,000.   The reduction in forecast is due to Operational Excellence savings.1019  SCE also 

cites Operational Excellence as the reason for declining recorded costs in both labor and non-

labor expenses from 2011-2012.1020 

ORA’s Analysis 

ORA recommends a decrease of 20% to the CS&P forecast for TY 2015. As discussed 

below, CS&P has some duplicative functions to those described in other divisions in SCE’s IT. 

First ORA reduces SCE’s 2015 forecast by 16% based on removing historical costs from certain 

cost centers associated with duplicate activities.1021  The remaining 4% reduction from the 

forecast is because SCE’s support for the productivity and benefits deriving from the central 

planning and gatekeeping function of CS&P is slim.  

In its decision on SCE’s 2012 GRC, the Commission required SCE to provide 

information about whether reasonable metrics are available to measure productivity results from 

IT solutions.1022  Productivity should result from the type of coordination, oversight, and 

gatekeeping function that CS&P provides. SCE details measureable benefits for only five of its 

148 proposed capitalized software projects.1023  

                                              
1017 Ex. SCE-5, Vol.1, Pt. 1, p. 69. 
1018 Ex. SCE-5, Vol.1, Pt. 1, p. 8. 
1019 Ex. SCE-5, Vol. 1, Ch. I-II, Pt. 2, workpapers pp. 155-157. 
1020 Ex. SCE-5, Vol.1, Pt. 1, p. 70. 
1021 ORA includes in this 16% the reduction from removing the SONGS cost center from historical costs. 
1022 Ex. SCE-5, Vol.1, Pt. 1, p. 8.  D.12-11-051, pp. 435-436 and Ordering Paragraph 27. 
1023 SCE response to ORA data request DEF-KWZ-009, Q.I.1. Although SCE lists seven capitalized projects for 
which a net benefit calculation is provided in workpapers, only five of the listed projects are relevant. One of the 
projects is SCE’s Prepay proposal which SCE removed from its application in its Update to Testimony, and the 
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Additionally, according to SCE, “Measuring the productivity components separately 

from other drivers is very difficult. True productivity projects (i.e., replacing a manual system 

with an automated one) are very rare as most of these have been undertaken in the past.1024 

Although SCE states one of the CS&P functions is minimizing duplication,1025 SCE does 

not distinguish how the CS&P functions are different from the monitoring, planning, testing, and 

evaluating that takes place within other SCE IT divisions.  

Regarding duplicating functions in other IT divisions, ORA ‘s testimony notes some 

places where CS&P functions are substantially similar to subgroups within other IT divisions.  

For example, for data collection, performance monitoring, the CS&P Delivery Analytics group 

within Delivery Management Organization (DMO): “… provides IT performance reporting to 

many of the IT divisions that rely upon this information to analyze effectiveness of our 

improvements in both the data in these reports as well as the most effective means of collection 

and delivery.”1026   

At the same time, for the IT division, “ITS Service Management and Planning: “SM&P 

provides support services to other ITS groups such as collection, analysis and reporting on key 

operational performance and service level indicators.”1027 

Likewise, for “long term planning and prioritization of technology investment, the CS&P 

Group description is Client Portfolio Management: “work closely with the leaders from the 

OUs….support the multi-year planning of technology projects…..that they are implemented in 

the right order of priority…”1028  For that function, the IT division  description is EIMA’s 

Enterprise Architect “This function works with the Operating Units in planning a multi-year 

roadmap of technology investments with a targeted enterprise architecture that delivers on 

strategic business objectives, reduces future technology investments…”1029 

                                                                                                                                                  
SCMAS Phase II projects shows no benefits in the five years post-implementation. 
1024 Ex. SCE-5, Vol.1, Pt. 1, p. 67. 
1025 Ex. SCE-5, Vol.1, Pt. 1, p. 64. 
1026 Ex. SCE-5, Vol. 1, Pt. 1, p. 65. 
1027 Ex. SCE-5, Vol. 1, Pt. 1, p. 20. 
1028 Ex. SCE-5, Vol. 1, Pt. 1, p. 64. 
1029 Ex. SCE-5, Vol. 1, Pt. 1, p. 56. 
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SCE says in Rebuttal that these are “complimentary, not duplicative functions.”1030   The 

distinction SCE attempts to draw does not give ORA reason to change its forecast. 

Incremental O&M for Capitalized Software FERC Accounts 920/921 

SCE forecasts incremental O&M support costs for capitalized software projects 

exceeding $5 million in capital expenditures.  SCE lists 31 projects requiring such O&M support.   

ORA recommends a forecast of $2,635,000 for SCE Incremental O&M for new software 

in 2015, a reduction of $6,185,000.1031  ORA applies SCE’s allocation of 59% to labor and 41% 

to non-labor to this recommended forecast.1032  

ORA makes three adjustments to SCE’s incremental forecast. First, for any proposed 

capital software projects disallowed by ORA in Exhibit ORA-14, ORA removes the 

corresponding forecast for incremental O&M. Capital software projects are reduced 20%,1033 and 

ORA makes a corresponding change to associated O&M.  

Secondly, as SCE states, “Each year, the applications supported by IT change as some 

systems are decommissioned and others are added.”1034  SCE provided a list of applications 

decommissioned in 2011, 2012 and 2013, with the associated O&M labor and non-labor 

recurring maintenance costs. The average of the 2011 and 2012 costs is $1,769,000 although 

SCE states that maintenance costs typically decline in the year prior to decommissioning. ORA 

removes $1,769,000 from the forecast.  

Finally, although SCE indicates that there are no historical costs on which to base 

estimates, in several cases there is a history of capital spending for the projects. Since those 

systems were in service in the historical recorded period, ORA assumes that the historical 

recorded costs in other parts of IT’s testimony include the recurring maintenance costs for those 

systems and removes 50% for these embedded costs.1035 

In Rebuttal, SCE says that “ORA’s assertion that some of these projects have historical 

costs and therefore the support costs must already be embedded in historical costs is 

                                              
1030 Ex. SCE-21, p. 11. 
1031 Ex. ORA-15, p. 17. 
1032 Ex. SCE-5, Vol.1, Pt. 1, p. 73. 
1033 Ex. ORA-14, p. 3, based on 2015 for IT capitalized software and OU capitalized software. 
1034 Ex. SCE-5, Vol.1, Pt. 1, p. 71. 
1035 Ex. ORA-15, p. 18. 
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misguided…. None of the systems on our list is a system replacement.  ORA did not provide a 

list of which projects it believed to be implemented on existing systems or a list of which of 

these projects had historical spend.”1036 

ORA disagrees.  As shown in Exhibit ORA-43, ORA used the list of projects SCE 

provided in its workpapers.  By ORA’s count, of these 40 or so  projects listed in that workpaper, 

all but 14  show  recorded expenses in at least one of the years between 2010 and 2013.   In cross 

examination, SCE’s witness said that a different list in direct testimony of “… projects used for 

the O&M analysis and these are direct request for new projects for the current rate.  The table 

that was in your [] was for the 2010 through 2012 period.”1037 

While SCE claims all the projects are new, some appear very similar to those projects 

listed for the 2010 through 2012 period.  SCE was not able to specify how or why these related 

projects require entirely new O&M support.   Furthermore, as ORA points out in its testimony, 

SCE did not account for reduced O&M costs for decommissioned projects.  The Commission 

should not order additional ratepayer funding until SCE accounts for previously ratepayer 

supported O&M costs. 

ORA continues to recommend $2.635 million in Incremental O&M for Capitalized 

Software for the Test Year. 

8.2. Information Technology – Capital 

Information Technology (“IT”) capital expenditures are costs typically associated with 

management of IT infrastructure, storage media, communications links, operating systems, 

application software, and a variety of personal computing, and communications devices used by 

employees.1038  

In SCE’s last GRC, the Commission expressed concern regarding SCE’s  proposals to 

invest billions of dollars in IT solutions noting that “[t]hese capitalized costs are substantial, the 

assets are short-lived, project costs are difficult to estimate and benefits can be tough to 

quantify.”1039   he Commission should have the same concern in this GRC too.   

                                              
1036 Ex. SCE-21, p. 14. 
1037 10 RT 1002, Castleberry/SCE. 
1038 Ex. ORA-14, p. 1. 
1039 D.12-11-051, p. 5. 



228 

ORA recommends that the Commission authorize total IT capital funding of $745.5 

million for the 2013 to 2015 period compared to SCE’s request of $939.6 million.1040  ORA 

recommends that the Commission accept actual 2013 recorded results, and where the 2013 actual 

exceed the 2013 forecast, ORA recommends that the Commission reduce SCE’s 2014 forecast 

by an amount equal to the amount that the 2013 actual exceeds the 2013 forecast.  For 2014 and 

2015, ORA relied on various methods to develop the recommended forecast expenditure.  Where 

recorded cost information was available, ORA typically used a five year average or a least-

squares trending analysis.  Where recorded costs were insufficient, ORA reviewed SCE 

workpapers and made adjustments that ORA deemed appropriate. 

SCE’s request includes $476.71 million of capitalized software expenditures for the 

forecast period 2013-2015.  A large portion of this forecast expenditure is for labor costs for 

software development and implementation.  SCE says it relies on professional judgment to 

forecast these costs, including the number of positions required, the associated labor costs, 

duration of time, consultants, and contingency.  SCE’s professional judgment of forecast costs is 

difficult to independently confirm.  ORA requested workpapers supporting SCE’s assumption for 

the number of Full-Time Equivalents (FTE) and the number of months for different IT projects.  

ORA also requested workpapers supporting consultant cost assumptions and contingency rates.  

SCE’s response was, in various forms, that the assumptions are based on the cost estimating 

team’s judgment and that no additional workpapers were available.1041   

ORA recommends that the Commission require SCE to track the different forecast costs 

to actual costs by the same categories, and any scope changes, and include this information as 

part of the GRC application.  This recommendation would have the effect of making the forecast 

costs more relevant and improve the forecast accuracy in future GRCs. 

By ORA’s analysis, SCE’s IT capital forecasts are overstated by approximately $194 

million over the 2013-2015 period.1042   The reasons for the differences are discussed below. 

8.2.1. Telecom Costs For Projects 

On July 28, 2014, SCE served Exhibit SCE-16 Telecom Items – Supplemental 

Testimony.  SCE stated that: 

                                              
1040 Ex. ORA-14-A, p. 5. 
1041 Ex. ORA-14-A, p. 5, citing SCE’s response to DRA-027-JOH and DRA-039-JOH. 
1042 Ex ORA-14-A, p. 5. 
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This Exhibit (SCE-16) provides a complete discussion of the 
process that has been undertaken to clarify certain costs, through 
the discovery process, for 12 Information Technology (IT) 
telecommunication (telecom) line items.  Forecast spending for 
each of these items was included in the Result of Operations (RO) 
model, and prepared testimony supported the projects which the 
items are associated with; however, the telecom portion of the 
project costs was inadvertently not referenced in the various 
prepared testimony Exhibits and supporting workpapers.1043 

 

In footnote 1 of Exhibit SCE-16, SCE says that “…one project identified, CIT-00-OP-

NS-000154 – CRE Projects, did not have supporting testimony and that supplemental testimony 

was submitted in Exhibit SCE-14 on April 7, 2014.” 

In ORA’s August 4, 2014 testimony on Information Technology Capital Costs, ORA 

recommended that the Commission not give the new testimony any weight.1044   SCE’s GRC 

Application and testimony includes 92 telecom projects totaling $216.647 million for 2013 to 

2017.  SCE said that the telecom projects that are T&D related projects had supporting testimony 

and workpapers in Exhibit SCE-3.1045   

SCE’s requests for these 92 telecom projects are included in Exhibits SCE-3, SCE-5, and 

SCE-7. SCE states that SCE’s management made the decision to include these telecom capital 

expenditures with the rest of the IT capital expenditures as a way of capturing the majority of all 

IT spending in one place, regardless of which organization unit sponsors the work.1046    

In SCE’s Supplemental Testimony submitted in April 2014, SCE says that  “SCE 

provided supplemental testimony for Exhibit SCE-08, Volume 3, Part 2 to include testimony for 

approximately $26 million in capital that was contained in the revenue requirement forecast, but 

inadvertently did not have supporting testimony.”1047   

ORA recommends the Commission reject this $26 million.  The Joint Scoping Memo and 

Ruling of Assigned Commissioner and Assigned Administrative Law Judges (Scoping Memo) 

required that SCE make certain revisions to its application that the Commission identified.  The 

                                              
1043 Ex. SCE-16, p. 1.  
1044 Ex. ORA-14, p. 71. 
1045 Ex. ORA-14, p. 70 citing SCE’s response to ORA data request DRA-189-JOH, Q.2. 
1046 SCE’s response to ORA data request DRA-189-JOH, Q.03.a. 
1047 Ex. SCE-14, p. 1. 



230 

Scoping Memo did not authorize new testimony, but rather stated “All parties are responsible for 

making their case in their direct testimony and pleadings, not in rebuttal or during hearings.”1048   

In addition to the guidance provided by the Scoping Memo, Rule 13.8 (b) of the 

Commission’s Rules of Practice and Procedure states “Direct testimony in addition to the 

prepared testimony previously served, other than the correction of minor typographical or 

wording errors that do not alter the substance of the prepared testimony, will not be accepted into 

evidence unless the sponsoring party shows good cause why the additional testimony could not 

have been served with the prepared testimony or should otherwise be admitted….” 

SCE fails to show a good cause for why the additional testimony could not have been 

served with the prepared testimony.  In Exhibit SCE-16, SCE explained that  

Historically, SCE has included the support for project-related 
telecom as part of the project testimony in our GRC Application.  
Our IT OU presents a consolidated forecast for 
telecommunications and other IT-related services for the Company 
– even when the actual projects are sponsored by other OU 
witnesses and are found in non-IT volumes.  There are many hand-
offs and check-points between OUs and IT in the process of 
developing this part of SCE’s general rate case.  For the 2015 
GRC, SCE validated that all of the forecast costs for these 12 
telecom line items were included in both the overall IT telecom 
request totals and the RO model; unfortunately, we did not fully 
capture references to these telecom line items in the OU testimony 
describing the overall projects.1049   

 

SCE’s oversight should not be considered a good cause. Essentially, SCE should not be 

given a “second bite of the apple.”  While SCE states in the introduction portion of Exhibit SCE-

16 that “…the telecom portion of the project was inadvertently not referenced…” and refers to 

“…the inadvertent omission of referencing the telecom portion,1050 ...”,SCE’s oversight was not 

limited to referencing omissions.  SCE also did not include supporting testimony and 

workpapers.1051   

                                              
1048 Joint Scoping Memo and Ruling of Assigned Commissioner and Assigned Administrative Law Judges, p. 7. 
1049 Ex. SCE-16, p. 3. 
1050 Ex. ORA-28, p. 4. 
1051 Ex. ORA-14, p. 4; Ex. ORA-28, p. 5. 
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ORA’s August 2014 testimony addresses the 92 telecom projects that SCE said were in 

Exhibit SCE-3, SCE-5, and SCE-7.  ORA recommends that the Commission accept SCE’s actual 

2013 recorded costs for these 92 telecom projects, and adopt ORA’s recommendation for 2014 

and 2015.  For 2014 and 2015, ORA used actual five years (2009-2013) recorded cost of these 

92 telecom project and applied a least-squares trend to forecast 2014 and 2015.  ORA concludes 

that a 5-year trend is appropriate because a clear trend exists in the recorded costs of these 92 

telecom projects.   

ORA continues to recommend that the Commission adopt its recommendations for the 

projects SCE identified in its direct testimony and reject SCE’s belated explanations for the 

missing support for $26 million in telecom capital costs.  

8.2.2. IT Hardware Replacement 

SCE states its IT Operating Unit (IT) oversees a wide array of information technology 

hardware.  Computing assets are comprised of the computing hardware used by the SCE 

workforce and SCE customers.  Communication assets include the Voice over Internet Protocol 

(VOIP) phone solutions used in SCE facilities and radios used in the field.  Networking assets 

including fiber optic cable, satellites, microwave towers, and routers, which allow for the 

transportation of customer and internal SCE data traffic.  Mailing Operations assets are the high 

volume printers and bill inserters used to print, insert, and mail customer bills, letters, and 

checks.1052   

SCE states that the infrastructure hardware assets are an integral part of its business 

operations, and are necessary to deliver service to its customers. Call centers, field personnel, 

and automated distribution and control systems are all dependent upon hardware assets to 

perform their duties and functions while maintaining a safe working environment.1053  

Included as part of hardware replacement are, mainframe servers refresh, midrange 

enterprise servers hardware, disk and tape storage refresh, high volume printers and bill inserts 

refresh, personal computer (PCs) – desktop/notebook and ruggedized laptops refresh, data and 

voice network replacement, transmission network and facilities, copper wire replacement, fiber 

                                              
1052 Ex. SCE-5, Vol. 1, p. 75. 
1053 Ex. SCE-5, Vol. 1, p. 76. 
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cable replacements, microwave replacements, mobile radio system replacement, and disaster 

recovery.1054 

SCE’s Information Technology Operating Unit forecasts capitalized hardware1055 

expenditures of $124.40 million in 2013, $150.99 million in 2014, and $187.50  million in 

2015.1056  SCE forecasts capitalized software expenditures of $165.78 million in 2013, $148.72 

million in 2014, and $162.21 million in 2015.1057 

ORA’s corresponding forecast for capitalized hardware is $129.77 million in 2013, 

$112.42 million in 2014, and $146.13 million in 2015.  ORA’s forecast for capitalized software 

is $123.37 million in 2013, $103.63 million in 2014, and $130.19 million in 2015.1058 

Midrange Enterprise Servers Hardware 

SCE states that it recorded $144.5 million for the period 2008-2012 for the acquisition of 

midrange server hardware and converged infrastructure vertical platforms, and forecasts 

expenditures of $86.044 million for the period 2013-2015.1059 

SCE forecasts $20.790 million in 2013, $25.750 million in 2014, and $39.504 million in 

2015.1060  The corresponding ORA’s forecast is $28.034 million in 2013, $19.887 million in 

2014, and $27.504 million in 2015.1061 

ORA recommends accepting SCE’s actual recorded costs for 2013.  ORA made 

adjustments to Midrange Servers (WBS CIT-00-OP-CS-00008) in 2014 to zero.  In 2013, SCE 

forecast $14.5 million but recorded actual spending of $21.933 million, a difference of $7.433 

million.  ORA accepts SCE’s actual spending and reduced SCE’s 2014 forecast by the amount 

that exceeded the 2013 forecast.  As SCE forecast $5.763 million in 2014, but exceeded its 2013 

forecast by $7.433 million, ORA reduced the 2014 forecast to zero.  

                                              
1054 Ex. SCE-5, Vol. 1, pp. 75 to 126. 
1055 Capitalized Hardware includes IT Hardware and Telecom Projects. 
1056 Ex. ORA-14-A, p. 3.; Ex. SCE-5, Vol. 1 – Overview, O&M and Capital, first page. 
1057 Ex. SCE-5, Vol. 2, Pt. 1, - Capitalized Software, first page. 
1058 Ex. ORA-14, p. 4.  
1059 Ex. SCE-5, Vol. 1, p. 81. 
1060 Ex. SCE-5, Vol. 1, pp. 83 to 84. 
1061 Ex. ORA-14, p. 7. 
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Additionally, ORA recommends that the 2014 forecast cost for Servers for TDBU (WBS 

CIT-00-OP-CS-000014) be reduced by $100,000 in 2014 to match labor cost estimates for 2015.  

In both 2014 and 2015, the number of units and unit costs were the same.  However, the labor 

cost in 2014 is higher by $100,000 than in 2015.  SCE did not provide any explanation for this 

inconsistency.1062  ORA recommends that the 2014 forecast labor costs be reduced to that of 

2015.    

SCE included a forecast of $13.6 million in 2015 for Data Center Services (WBS CIT-

00-OP-DC-000001).  In response to an ORA data request, SCE provided a project cost estimate 

summary that identified $12.0 million for “Build-out of Data Center Hall Room #2” in this WBS 

for 2015.1063  However, in other testimony, SCE discusses Alhambra Data Center Addition and 

states “We forecast an expenditure of $1.7 million for design, engineering and permitting in 

2015.  In 2016, we estimate expenditures of $4.3 million to construct the project, 

electrical/mechanical systems and support, and close out the project.”1064  As SCE does not 

anticipate construction until 2016, ORA recommends removing the associated IT capital costs 

from 2015. 1065  

In Rebuttal, SCE says that ORA’s proposed reduction related to the Alhambra Data 

Center is “misguided. 1066  ORA’s reduction for the Alhambra Data Center, as discussed in 

ORA’s testimony, is based on SCE’s direct testimony and ORA sees no reason to change it.  

In its general comments in Rebuttal, SCE says that ORA’s reductions to 2014 forecasts 

“by the difference between 2013 forecast and spending”  “… ignores project specific 

requirements, including schedule and scope changes.”1067   SCE names its Midrange Enterprise 

Servers Hardware project as one of the areas in which ORA’s recommendation that higher than 

forecast spending in 2013 warrants reductions in the total forecast level.1068  

                                              
1062 Ex. ORA-14, p. 8, citing SCE’s response to DRA-076-JOH, Q.06.b. Attachment 1. 
1063 Ex. ORA-14, p. 8, citing SCE Response to DRA-076-JOH Q06.b, Attachment 7. 
1064 Ex. SCE-8, Vol. 3, Pt 2, p. 44, line 16.p.  
1065 Ex. ORA-14, p. 8. 
1066 Ex. SCE-21, p. 22. 
1067 Ex. SCE-21, p. 17.  
1068 Ex. SCE-21, p. 17. 
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ORA agrees that “[r]ecorded costs will differ from forecasts for several reasons.”1069  

ORA does not agree, however,  that whenever recorded costs are lower in a given year,  they will 

necessarily be higher in later years because of “unanticipated increases in hardware costs, labor 

costs, design changes, etc.”1070    

In past GRCs, SCE has shown a pattern of over-forecasting and underspending.  ORA 

continues to recommend that the Commission adopt $27.056 million for Midrange Enterprise 

Servers Hardware in 2015. 

Disk and Tape Storage Refresh 

SCE states that it recorded $79.459 million for the period 2008-2012 for disk and tape 

storage refresh and is requesting expenditures of $43.401 million for the period 2013-2015.1071 

SCE forecasts $12.578 million in 2013, $12.397 million in 2014, and $18.425 million in 

2015.1072  The corresponding ORA’s forecast is $11.126 million in 2013, $12.397 million in 

2014, and $18.425 million in 2015.1073 

ORA recommends accepting SCE’s actual recorded costs for 2013.  ORA also 

recommends accepting SCE’s forecast for 2014 and 2015 for its Disk and Tape Storage Refresh 

as the forecasts are in line with SCE’s actual five year spending. 

Personal Computers (PCs) – Desktop/Notebook and Ruggedized Laptops Refresh 

SCE states that it recorded $78.204 million for the period 2008-2012 to refresh PCs and 

estimates a total of $29.202 million for the period 2013-2015.1074 

SCE forecasts $11.350 million in 2013, $8.725 million in 2014, and $9.128 million in 

2015.1075  The corresponding ORA’s forecast is $9.728 million in 2013, $7.132 million in 2014, 

and $8.538 million in 2015.1076 

                                              
1069 Ex. SCE-21, p. 17.   
1070 Ex. SCE-21, p. 17. 
1071 Ex. SCE-5, Vol. 1, p. 86. 
1072 Ex. SCE-5, Vol. 1, p. 88 
1073 Ex. ORA-14, p. 9. 
1074 Ex. SCE-5, Vol. 1, p. 95. 
1075 Ex. SCE-5, Vol. 1, p. 95, Figure III-17. 
1076 Ex. ORA-14, p. 10. 
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SCE states that its forecast for 2013-2017 reflects a refresh of approximately 20 to 25 

percent of its PC inventory each year.1077 After reviewing SCE’s testimony, workpapers, 

recorded costs, and data responses, ORA recommends accepting SCE’s actual recorded costs for 

2013.  For 2014, ORA recommends reducing SCE’s request by an amount equal to the amount 

that the 2013 actual exceeded SCE’s 2013 forecast.  In addition, for both 2014 and 2015, ORA 

recommends reducing SCE’s request by 10%.  SCE has 18,120 PCs in service,1078 and about 

14,000 employees.1079  According to a newspaper article in April 2014, SCE expects to “…cut 

500 in-house employees….and staffing at San Onofre to decline to 400 people from a high of 

1,500….”  As 1,600 employees are expected to be cut, representing 11.4% of SCE’s current 

workforce, a reduction in staff equipment such as personal computers would be reasonable as 

their equipment would not need to be refreshed.  ORA recommends a 10% reduction for PCs, 

Desktop/Notebook and Ruggedized Laptops.1080  

In Rebuttal, SCE says that ORA’s 10% proposed reduction is based on  an LA Times 

article with no independent verification, whereas SCE’s estimate is based on SCE’s current 

workforce projections.1081  There is no independent verification of those “current workforce 

projections either, as various SCE witnesses could not say what they were1082 and SCE’s 

testimony was often unclear or contradictory. 1083  ORA continues to recommend a 10% 

reduction for PCs, Desktop/Notebook and Ruggedized Laptops. 

Data and Voice Network Replacement 

SCE states that it recorded $59.398 million for the period 2008-2012 for data and voice 

network replacement, and forecasts $42.5 million for the period 2013-2015.1084 

                                              
1077 Ex. SCE-5, Vol. 1, p. 97. 
1078 Ex. ORA-14, p. 101, citing SCE’s response to ORA data request DRA-080-JOH Q.04.c.i Attachment – PC 
worksheet. 
1079 Los Angeles Times, April 15, 2014 “SoCalEdison to lay off hundreds in effort to streamline management” 
1080 Ex. ORA-14, pp. 10-11.  
1081 Ex. SCE-21, p. 25.   
1082 10 RT 992, Inlander/SCE;  6 RT 254, Litzinger/SCE. 
1083 Ex. SCE-10, Vol 2, Ch. VII, Workpapers, p. 6 cited in Ex. ORA-19.  
1084 Ex. SCE-5, Vol. 1, p. 102. 
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SCE forecasts $14.000 million in 2013, $13.000 million in 2014, and $15.500 million in 

2015.  The corresponding ORA’s forecast is $18.451 million in 2013, $8.549 million in 2014, 

and $15.500 million in 2015.1085 

ORA recommends accepting SCE’s actual recorded costs 2013.  For 2014, ORA 

recommends reducing SCE’s forecast by the amount that the 2013 actual exceeded SCE’s 2013 

forecast. For 2015, ORA recommends accepting SCE’s 2015 forecast.  This results in ORA’s 

recommendation matching SCE’s three year total request.1086   

In Rebuttal, it is ORA’s understanding that SCE stipulates to ORA’s figures.1087 

Transmission Network & Facilities 

SCE recorded $55.798 million in expenditures during 2008-2012 for the Transmission 

Network and Facilities, and estimates $46.261 million for 2013-2015.1088 

SCE forecasts $12.854 million in 2013, $15.300 million in 2014, and $18.107 million in 

2015.  The corresponding ORA’s forecast is $9.274 million in 2013, $10.887 million in 2014, 

and $10.543 million in 2015.1089 

SCE forecasts total spending of $46.261 million for 2013 to 2015.  In 2013 and 2014, 

SCE estimates $12.854 million and $15.300 million respectively for storm mitigation, backup 

power systems, facility repairs, and telecommunications network equipment replacement.  In 

2015, SCE estimates $18.107 million.1090 

ORA recommends accepting SCE’s actual recorded costs for 2013.  For 2014 and 2015, 

ORA’s recommends using a five year average of recorded costs (2009 - 2013).  SCE’s recorded 

costs show that the largest increase occurred from 2008 to 2009 when Transmission Network & 

Facilities costs increased by 18.5%.  Since then, SCE’s recorded costs show a clear downward 

trend.  As such, ORA recommends using a five year average of recorded cost to forecast 

Transmission Network & Facilities cost for 2014 and 2015.1091 

                                              
1085 Ex. ORA-14, p. 11. 
1086 Ex. ORA-14, p. 12. 
1087 Ex. SCE-21, p. 27. 
1088 Ex. SCE-5, Vol. 1, p. 107. 
1089 Ex. ORA-14, p. 13. 
1090 Ex. SCE-5, Vol. 1, p. 109. 
1091 Ex. ORA-14, p. 14, footnote 33:  ORA’s recommendation subsumes SCE’s removal of Storm Damage 
Occurrence and cost per occurrence estimate of $500,000 provided in SCE’s response to ORA data request DRA-
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In Rebuttal, SCE says that “ORA has misinterpreted the response to the data request “ in 

which ORA asked for workpapers describing how SCE determined the number of storm damage 

occurrences.”1092  In Rebuttal, SCE says the “number and cost of occurrence information was 

inserted in error; the estimated total spending for storm mitigation per year was not provided in 

error.”   

As an explanation this is unclear, and, in any event, arrives too late for ORA to verify.  

ORA, therefore, continues to recommend $10.887 million in 2014, and $10.543 million in 2015 

for this project.1093  

Copper Wire Replacement 

SCE recorded $23.674 million for the period 2008-2012 for Copper Wire Replacement, 

and estimates $16 million for the period 2013-2015.1094 

SCE forecasts $5.000 million in 2013, $5.000 million in 2014, and $6.000 million in 

2015.  The corresponding ORA’s forecast is $5.203 million in 2013, $3.672 million in 2014, and 

$4.863 million in 2015.1095   

In Rebuttal, it is ORA’s understanding that SCE stipulates to ORA’s 

recommendations.1096 

Fiber Cable Replacements 

SCE states that it recorded $936,000 for the period 2008-2012 for Fiber Optic Cable 

Replacement, and forecasts expenditures of $7.632 million for the period 2013-2015.1097 

SCE forecasts $2.000 million in 2013, $1.232 million in 2014, and $4.400 million in 

2015.  The corresponding ORA’s forecast is $0.188 million in 2013, $1.232 million in 2014, and 

$1.620 million in 2015.1098 

                                                                                                                                                  
092-JOH, Q. 07.g. 
1092 Ex. SCE-21, p. 28. 
1093 Ex. ORA-14, p. 14. 
1094 Ex. SCE-5, Vol. 1, p. 113, Figure III-24. 
1095 Ex. ORA-14, p. 14. 
1096 Ex. SCE-21, p. 29.1 
1097 Ex. SCE-5, Vol. 1, p. 116. 
1098 Ex. ORA-14, p. 16. 
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SCE states that in 2013 and 2014, SCE increased its spending to $2.000 million and 

$1.232 million, respectively, to continue ramping up the replacement of SCE’s aging fiber optic 

cable, and that in 2015, SCE forecasts $4.400 million in order to more expeditiously replace 

obsolete fiber optic infrastructure.1099 

ORA recommends accepting SCE’s actual 2013 recorded cost of $188,600, and forecast 

cost of $1.232 million for 2014.  For 2015, ORA recommends reducing SCE’s request of $4.4 

million to $1.62 million based on installation and removal of 22 miles of fiber cables.  ORA used 

an average of SCE’s 27 miles of installation and removal forecast for 2013, and 16 miles of 

installation and removal forecast for 2014 to recommend 22 miles in 2015.  SCE had forecast 

spending $1.995 million in 2013 to install 27 miles and remove 25 miles, but actually spent 

$188,600, leading ORA to believe that approximately 10% of the forecasted miles were actually 

installed and removed.  Additionally, SCE’s forecast of 59 miles for 2015 is a 268% increase 

from its 2014 forecast, and is ambitious given SCE’s work history.  The Commission should 

adopt ORA’s 2015 forecast.1100 

Microwave Replacement 

SCE states that it recorded $9.836 million for the period 2008-2012 for Microwave 

Replacements, and forecasts expenditures of $19.5 million for the period 2013-2015.1101 

SCE forecasts $6.500 million in 2013, $6.500 million in 2014, and $6.500 million in 

2015.  The corresponding ORA’s forecast is $3.095 million in 2013, $2.475 million in 2014, and 

$2.475 million in 2015.1102  

SCE states that in the 2015-2017 period, SCE estimates additional spending in order to 

adequately replace obsolete microwave equipment, and SCE aims to replace 20 to 25 microwave 

paths per year, averaging $6.500 million per year.1103 

ORA recommends accepting SCE’s actual recorded 2013 costs.  For 2014 and 2015, 

ORA recommends that the number of microwave terminals be reduced from 40 per year to 15.   

SCE’s response in DRA-105-JOH, Q.01 shows that SCE installed 15 microwaves in 2013, 13 in 

                                              
1099 Ex. SCE-5, Vol. 1, p. 117. 
1100 Ex. ORA-14, p. 17. 
1101 Ex. SCE-5, Vol. 1, p. 119. 
1102 Ex. ORA-14, p. 17. 
1103 Ex. SCE-5, Vol. 1, p. 119. 



239 

2012, 13 in 2011, 19 in 2010, and 21 in 2009.  As SCE states “Volume of work is based on the 

amount of work to which we are staffed to perform…”1104, and SCE’s data response shows that 

the actual number of microwave installation has not been close to 40 per year.  

ORA recommends that the Commission forecast 2014 and 2015 microwave replacement 

costs at 15 units per year.  As such, ORA recommends $2.475 million per year in 2014 and 

2015.1105   

Mobile Radio System Replacement 

The Mobile Radio System Replacement program replaces the existing analog mobile 

radio system with a digital solution.  SCE states that the current analog system requires 

replacement prior to the end of vendor support in 2015 and that without the availability of spare 

parts or vendor maintenance services, the radio system will increasingly be subject to failure, 

which could affect work efficiency and safety.1106  SCE states that the Mobile Radio System 

Replacement is a new project using new technology, and that it has no recorded costs in prior 

years.  During the period 2013-2015, SCE forecast the total capital expenditure to be $33.800 

million.1107  In 2013, $7.400 million is estimated to replace the system master controller and 

roughly 460 subscriber units.  In 2014, $12.400 million is estimated to begin the component 

replacements of 42 hilltop repeater sites and continue the replacement of an additional 900 

subscriber units.  In 2015, $14.000 million is estimated to continue the hilltop repeater 

component replacement of an additional 42 sites and roughly 1200 subscriber units.1108  ORA’s 

corresponding forecast is $15.199 million in 2013, $4.141 million in 2014, and $12.600 million 

in 2015.1109 

ORA recommends accepting SCE’s actual recorded costs for 2013.  For 2014, ORA 

recommends reducing SCE’s request by an amount equal to the amount that the 2013 actual 

exceeded SCE’s 2013 forecast.  In addition, for both 2014 and 2015, ORA recommends reducing 

SCE’s request by 10 percent.  As discussed in the PC replacement section, SCE’s net employee 

                                              
1104 Ex. ORA-14, p. 18 citing Workpapers, Ex. SCE-5, Vol. 01, Chapter III, p. 134. 
1105 Ex. ORA-14, p. 18. 
1106 Ex. SCE-5, Vol. 1, p. 121. 
1107 Ex. SCE-5, Vol. 1, p. 121, Figure III-27. 
1108 Ex. SCE-5, Vol. 1, p. 121 to 122. 
1109 Ex. ORA-14, p. 19. 
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count is expected to decrease by approximately 10%.  ORA recommends that the Mobile Radio 

System Replacement costs for 2014 and 2015 be reduced by a similar amount. 

In Rebuttal, SCE says ir “… will stipulate to the use of 2013 recorded and to the 

adjustment to the 2014 forecast to account for the amount that the 2013 recorded was greater 

than the 2013 forecast…” 1110  It is not clear to ORA what SCE means by “stipulate” here, but 

ORA continues to recommend $15.199 million in 2013, $4.141 million in 2014, and $12.600 

million in 2015. 

8.2.3. Risk Management 

SCE includes Disaster Recovery under Risk Management.  SCE states Disaster Recovery 

includes the computing infrastructure necessary to minimize interruption and to recover 

computing systems in the event of a disaster.1111 

SCE recorded $12.222 million for the period 2008-2012 for Disaster Recovery and 

forecasts expenditures of $9.927 million for the period 2013-2015.1112 

SCE forecasts $1.500 million in 2013, $4.327 million in 2014, and $4.100 million in 

2015.  ORA’s corresponding forecast is $2.353 million in 2013, $2.549 million in 2014, and 

$2.549 million in 2015.1113 

SCE states that for the forecast period 2013-2017, the estimated expenditures are driven 

by refreshing equipment that has reached the end of useful life and for enhancing disaster 

recovery capabilities for key business systems.1114 

ORA recommends accepting SCE’s actual recorded costs for 2013.   In addition, ORA 

recommends reducing SCE’s 2014 request by an amount equal to the amount that the 2013 

actual exceeded SCE’s forecast.  ORA also recommends that the Commission use a five year 

average of recorded costs (2009 – 2013) to forecast 2014 and 2015.  A review of the recorded 

costs from 2008 to 2012 shows that for the past four years, the actual expenditures have been in 

the low $2 million range.  SCE’s forecast of nearly doubling expenditures for Disaster Recovery 

                                              
1110 Ex. SCE-21, p. 32. 
1111 SCE-5, Vol. 1, Chapter III, p. 123. 
1112 Ex. SCE-5, Vol. 1, p. 125, Figure III-28. 
1113 Ex. ORA-14, p. 21. 
1114 Ex. SCE-5, Vol. 1, p. 126. 
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Hardware is counter to SCE’s actual spending.  ORA recommends that the Commission fine 

$2.549 million reasonable for each year of 2014 and 2015.1115 

8.3. Operating Software 

SCE states that Operating Software is primarily used to manage and monitor the health, 

performance, capacity, and configuration of mainframe servers, midrange servers, storage, and 

personal computers.1116   

SCE states it recorded expenditures of $85.497 million for the period 2008-2012 for 

Operating Software and middleware and estimates $53.835 million, a 52.2 percent decrease, for 

the period 2013-2017.1117   

SCE forecasts $7.200 million in 2013, $3.390 million in 2014, and $2.500 million in 

2015.  ORA’s corresponding forecast is $8.970 million for 2013, $2.354 million for 2014, and 

$2.500 million in 2015.1118 

In Rebuttal, SCE says it “… will stipulate to the use of 2013 recorded.  However, ORA 

incorrectly computed the figure of $8.969 million … the correct amount is $10.626 million … 

SCE will stipulate to the correct 2013 recorded amount…”1119 ORA accepts SCE’s corrected 

amount of $10.626 for 2013 and revises 2014 to $0.7 million.  It is ORA’s understanding that 

SCE accepted ORA’s 2014 revised amount in response to a data request.1120  SCE agrees to 

$2.500 million in 2015. 

Cybersecurity and IT Compliance 

SCE states that it employs a defense-in-depth strategy for security, which utilizes 

multiple layers of protection to prevent unauthorized access to its systems, and as a result, 

sponsors a number of capital projects in the area of information security.1121  SCE states that 

these projects fall into three primary categories: Perimeter Defense, Interior Defense, and Data 

                                              
1115 ORA’s recommendation subsumes SCE’s response to ORA data request DRA-108-JOH, Q.01a Attachment – 
Forecast Expenditures for Disaster Recovery.   In that data response, SCE reduced its 2014 forecast for Disaster 
Recovery by $241,600 to $4.086 million from $4.327 million. 
1116 Ex. SCE-5, Vol. 2, Pt. 1 – Capitalized Software, p. 1. 
1117 Ex. SCE-5, Vol. 2, Pt. 1 – Capitalized Software, p. 2. 
1118 Ex. ORA-14, p. 22. 
1119 Ex. SCE-21, p. 35. 
1120 Ex. ORA-41 SCE Response to DRA-345. 
1121 Ex. SCE-5, Vol. 2, Pt. 1 – Capitalized Software, p. 7. 
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Protection.  SCE states that it anticipates the need to respond to new legislation in the 

cybersecurity arena, and thus sponsors a fourth category of work referred to as Solutions for 

Emerging Legislative Mandates.1122  Finally, in a fifth project category, Common Cybersecurity 

Services, SCE states that IT is developing a means to allow devices on the smart grid to securely 

communicate with grid control centers.1123   

ORA evaluated SCE’s request for cybersecurity and recommends accepting SCE’s actual 

recorded costs for 2013.  For 2014, ORA recommends reducing SCE’s request by an amount 

equal to the amount that the 2013 actual exceeded SCE’s 2013 forecast in Interior Defense.1124   

In Rebuttal, SCE says it will stipulate to 2013 recorded and 2015 forecasts,  “… requests 

a revised forecast of $22.130 million in 2014.”1125  SCE and ORA agree on $34.091 million for 

2015. ORA recommends  the Commission adopt its forecast of $28.060 million for 2013, 

$17.710 million for 2014, and $34.091 million for 2015.1126  

Regulatory Mandates 

SCE includes a set of projects to develop and implement systems and processes that will 

help SCE sustain its compliance with the North American Reliability Corporation (NERC) 

mandated Critical Infrastructure Protection (CIP) standards.1127   

SCE forecasts $4.800 million in 2013, $6.526 for 2014, and $7.000 million in 2015.  

ORA’s corresponding forecast is $0.897 million in 2013, $3.500 million in 2014, and $3.500 

million in 2015.1128 

SCE states that the NERC CIP standards use the definition of the Bulk Electric System 

(BES) as a reference in determining the scope of the mandate.  SCE also states that a revised 

version of the definition, which impacts the original NERC CIP scope, will be effective by April 

2013 pursuant to FERC Order 773.  According to SCE, the modified definition removes 

language that allows for regional discretion in determining the BES scope, establishes a bright-
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line threshold that includes all facilities operated at or above 100kV, and identifies specific 

facility categories and configurations as inclusions (in some instances configurations operating 

below 100kV) and exclusions from the scope of the BES.1129  

SCE states that SCE will need to achieve and maintain compliance with CIP Version 5 

(estimated mid-2016 for auditable compliance) in a way that is consistent with the revised BES 

definition (effective April 2013).1130 

SCE also states that CIP Version 5, coupled with the revised BES definition, will 

significantly broaden the scope of assets and controls requiring compliance with CIP 

standards.1131 

SCE states that it will need additional capital funding to meet and sustain compliance 

with the increasing scope of NERC CIP regulations and mandates.1132  Over the five-year period, 

SCE forecast a total of $9.87 million of labor expenses and $18.36 million of non-labor expenses 

(a combination of specialized hardware and software).1133  SCE states that the cost forecast is 

based on SCE’s experience implementing the previously mandated NERC CIP requirements, and 

based on the current understanding of the NERC CIP requirements and the significant changes to 

the mandate that are approved or in the process of regulatory approval.1134 

ORA recommends accepting actual recorded costs for 2013, and using a five year 

average (2009-2013, rounded up) to forecast 2014 and 2015 NERC CIP compliance costs.  

SCE’s recorded costs show that yearly expenditures have varied greatly, but that consecutive 

yearly costs have not exceeded the $7.2 million high in 2011.  As such, ORA recommends $3.5 

million for each year of 2014 and 2015.1135 

Enterprise Platform Core Refresh 

SCE states that the Enterprise Platform Core Refresh is for SAP.  SAP, a Commercial-

Off-The-Shelf (COTS) software system, was implemented in a series of three releases from 
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2008-2010, and the software license contract with SAP requires periodic major version 

upgrades.1136   

SCE states that during the period 2011-2013, one major SAP software product upgrade to 

a new version (which SCE terms a “major refresh”) will be completed, and that after this major 

refresh, the next major refresh will be completed during the 2015-2016 period.  SCE also states 

that SAP provides “support packs” which provide bug fixes and minor enhancements to the SAP 

products.  According to SCE, the support pack upgrades will occur in the years when a major 

refresh is not occurring.  SCE says it plans to install the support pack upgrades in 2014, early 

2015 and 2017.   

SCE forecasts $5.400 million in 2013, $1.067 million in 2014, and $4.610 million in 

2015.  ORA’s corresponding forecast is $5.285 million for 2013, $0.704 million for 2014, and 

$3.043 million for 2015.1137 

SCE forecasts the major refresh to require $14.687 million and the support pack upgrades 

are forecast to require $2.568 million for a total of $17.255 million.1138   

SCE states that each upgrade will involve system analysis, modifications to eight existing 

SCE SAP related custom software packages, and more than 300 interfaces to other SCE systems, 

testing, and implementation.  SCE also says that this forecast is based on the internal IT 

application costing models for SAP development based on SCE’s experience from the recent 

ERP program and the 2011 through 2012 upgrades.1139 

ORA recommends that the Commission adopt SCE’s 2013 recorded of $5.285 million.  

ORA recommends that SCE’s forecast for 2014 and 2015 be reduced by 34%, which represents 

the variance between SCE’s authorized to recorded costs for the Software Asset  Management 

(SAM) bundle for 2010-2012.  In workpapers , SCE provided a report entitled “Capitalized 

Software Projects Funded During 2010-2012 for ALJ Directive No. 1.”  The first item on the 

report is Software Asset Management (SAM) Bundle.  The total authorized 2010-2012 was 

$100.963 million.  The total recorded 2010-2012 was $66.706 million.  As such, SCE was 

authorized $34.257 million, or 34%, more than it actually spent for SAM Bundled projects.  
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ORA recommends that for SAM Bundle projects requested in this GRC, the Commission 

decrease SCE’s request by the 34%.1140 

In data request DRA-302-JOH, ORA requested an itemized list of all IT projects by WBS 

that are included in SCE’s 2015 GRC application that were included as part of the SAM Bundle 

in the 2012 GRC.  SCE provided that “In the 2012 rate case, SCE proposed 36 SAM projects.  

Of these 36 projects, SCE has identified 10 of them that request funding in the 2015 rate case.”  

SCE provided a table that identified the 10 SAM Bundle projects.  The Enterprise Platform Core 

Refresh was one of the 10 SAM Bundle projects, and the forecast for 2014 and 2015 should be 

reduced by 34% to reflect the actual to authorized variance experienced by SCE for the 2010 to 

2012 period. 1141    

8.4. Other Capitalized Software  

SCE states that between 2013-2017, SCE selected 39 specific capitalized software 

projects, and that SCE’s review of the entire application portfolio prioritization ensures that these 

are the projects most required by SCE.1142  In its testimony, ORA addressed these projects  under 

the heading of  “Organization Unit Software Projects.”1143 

  8.4.1. Safety, Security & Compliance 

SCE states that the Safety, Security and Compliance Unit is requesting a total of $12.4 

million in capital expenditures for a capitalized software project to enhance compliance tasks for 

the current NERC CIP-004 Version 3 (CIP-004-3) standard and  meet future compliance 

requirements required under the impending NERC CIP Version 5 (CIP-004-5) standard by 

October 1, 2015.  SCE states that the Master Access Project (MAP) is intended to enable SCE’s 

compliance with the upcoming CIP-004-5 pursuant to the established policy direction 

determined by SCE in alignment with NERC reliability standards.1144   

SCE forecasts $10.550 million for 2013, $1.806 million for 2014 and zero for 2015.  

ORA’s corresponding forecast is $1.859 million for 2013, $1.806 million for 2014, and zero for 

2015. 
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ORA recommends using SCE’s actual recorded costs for its 2013 forecast and agrees to 

SCE’s forecast 2014 and 2015 expenditures.1145  ORA’s recommendation is for $1.858 million in 

2013, $1.806.0 million in 2014 and $0 in 2015. 

8.4.2. Financial Services 

SCE states that Financial Services is requesting $5.04 million in capital expenditures for 

a 2015 project associated with implementing major revisions to United States Generally 

Accepted Accounting Principles (commonly referred to as U.S. GAAP) relating to leases.   

SCE forecasts zero in 2013, $5.040 million in 2014, and zero in 2015.  ORA’s 

corresponding forecast is zero in 2013, zero in 2014, and zero in 2015. 

SCE states that the new lease standard (expected to be released in 2014) will require 

significant, company-wide process and system changes in order to address the FASB’s extensive 

overhaul of the current accounting rules.  SCE states that these new rules represent a major shift 

in accounting practices, and will require the implementation of new processes and systems, the 

conversion of all outstanding leases to a different accounting model, and the establishment of 

opening balances for contracts.  SCE states that consequently, a new capital software project is 

required for compliance with the FASB lease standard.1146 

ORA recommends that the Commission authorize no ratepayer funding for FASB 

Projects in 2014. FASB lease accounting changes are not expected until at least the end of 2014, 

and as SCE stated on page 82 of its testimony, “…an estimate cannot be completed with 

precision due to the fact that new rules will not be released.”  As such, the FASB project is 

premature and ratepayer funding should not be ordered at this time.1147 

Tax Department Repairs Project 

SCE states that Financial Services is requesting a total of $2.34 million in capital 

expenditures for a software project to comply with Internal Revenue Service (IRS) Revenue 

Procedure No. 2011-43 (RP 2011-43).  SCE states that the procedure provides a safe harbor 

method of accounting by which taxpayers may determine whether expenditures to maintain, 

replace, or improve transmission and distribution linear property could be immediately expensed 
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as a repair for tax purposes.  SCE states that the tax benefits associated with this deduction 

reduce SCE’s cost-of-service tax expense.1148 

SCE forecasts $1.5 million in 2013, $0.840 million in 2014, and zero in 2015.  In 

Rebuttal testimony, SCE revised its forecast to $0.228 million in 2013, $0.500 million in 2014, 

and $1.612 million in 2016.1149   

ORA does not oppose SCE’s request and recommends accepting SCE’s actual recorded 

costs for 2013.  For 2014 and 2015, ORA recommends that the Commission accept SCE’s 

revised project cost of $0.500 million in 2014 and $1.612 million for 2015.    

8.4.3. Corporate Center 

SCE forecasts $5.034 million in 2013 and zero in 2014 and 2015.  ORA’s corresponding 

forecast is $3.021 million in 2013 and zero in 2014 and 2015.1150  ORA does not oppose SCE’s 

request and recommends accepting SCE’s actual recorded costs for 2013 and forecast 2014 and 

2015 expenditures of $0.1151    

C-CURE Upgrade 

SCE forecasts $5.034 million in 2013 and zero in 2014 and 2015.  ORA’s corresponding 

forecast is $3.021 million in 2013 and zero in 2014 and 2015.1152 

Integrated Work Management System /CAD/CAFM System Upgrade 

SCE states that the Corporate Real Estate Department (CRE) manages SCE’s extensive 

non-electric portfolio using a variety of computing tools and manually integrating those tools 

with financial, human resource, and operational data contained within SCE’s SAP Enterprise 

Resource Program.1153 SCE states that in order to manage SCE’s facility portfolio in a more 

productive and effective manner, CRE needs an integrated work management system (IWMS) 

employing and consolidation accurate and current data and CAD drawing about SCE’s non-

electric facility portfolio and equipment, workforce and operational needs.1154 
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SCE forecasts zero in 2013, $3.360 million in 2014, and zero in 2015.  ORA’s 

corresponding forecast is zero in 2013, $2.218 million in 2014, and zero in 2015. 

ORA recommends reducing SCE’s 2014 forecast by 34%, as this project is one of the 

SAM Bundle projects that was discussed previously where the 2010-2012 recorded cost was 

34% less then authorized amount for the same time period.1155   

Enterprise Compliance Management System 

SCE forecasts $7.000 million in 2013 and zero in 2014 and 2015.  ORA’s corresponding 

forecast is $7.135 million and zero in 2014 and 2015.   ORA recommends accepting SCE’s 

actual recorded costs for 2013.  SCE does not forecast 2014 and 2015 expenditures.1156    

Electronic Document Management/Records Management 

SCE states that the company’s enterprise tool for managing “unstructured content” is the 

Electronic Document Management and Records Management (eDMRM) system.  SCE says that 

unstructured content includes file types such as MS Word, MS Excel, “.pdf,” “.jpg,” “.tiff,” 

“.awd,” and “.avi.”  SCE states that the lack of an organized structure for unstructured content 

has created a challenging environment where it is increasingly less feasible to manage 

documents and records for both operational and compliance purposes.1157  SCE states that in 

2009, SCE purchased OpenText software, which is the commercial name for the eDMRM.  SCE 

states that based on SCE’s experience with this limited deployment, OpenText provides a solid 

foundation for SCE’s management of unstructured content.1158  SCE states that the full 

implementation of eDMRM company-wide is planned as a multi-phased effort from 2013 

through 2017.1159  SCE states that based on information provided by Gartner, a leading 

information technology research and advisory company, it appears that the approximate cost to 

implement a document and record management system for 20,000 users is $60 million.1160  SCE 

states that the current estimate for implementing eDMRM company-wide is $32.604 million, and 
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that this, coupled with the $16 million that SCE already invested in OpenText, is in line with the 

Gartner estimate.1161   

SCE forecasts $2.100 million in 2013, $4.704 million in 2014, and $11.400 million in 

2015.  ORA’s corresponding forecast is $2.097 million in 2013, $4.704 million for 2014, and 

$8.550 million for 2015. 

ORA does not oppose SCE’s request and recommends accepting SCE’s actual recorded 

costs for 2013 and forecasted 2014 expenditures.   ORA recommends that SCE’s forecast for 

2015 be reduced by $2.850 million, the amount assigned to SONGS.1162  

8.4.4. Customer Service 

Dynamic Pricing 

SCE states that in D.09-08-028, the Commission adopted a number of dynamic pricing 

rates, effective October 1, 2009, and that SCE’s Customer Service (CS) requested and received 

approval for the Dynamic Pricing project, with $34.10 million authorized for the expenditure and 

inflation adjustment.1163  SCE states that the Dynamic Pricing project began in 2010,1164 and that 

SCE is requesting $10.4 million in 2013 and $600,000 in 2014 to complete the work started and 

already underway for the Dynamic Pricing project.  SCE states that these dollars are not 

incremental to the $33.06 million already approved by the Commission but rather spending that 

was pushed into 2013 and 2014, primarily because of regulatory delays.1165  SCE footnotes in its 

testimony that the estimated cost of the Dynamic Pricing project is $1.5 million below what the 

Commission originally approved in D.12-11-051.1166 

SCE forecasts $10.447 million in 2013, $0.600 million in 2014, and zero in 2015.  ORA’s 

corresponding forecast is $5.930 million in 2013, $0.600 million for 2014, and zero for 2015. 

ORA does not oppose SCE’s request and recommends accepting SCE’s actual recorded 

costs for 2013 and forecast 2014 expenditures.  SCE does not forecast 2015 expenditures.1167 

                                              
1161 Ex. SCE-5, Vol. 2, Pt. 1 – Capitalized Software, p. 106. 
1162 Ex. ORA-14, p. 42. 
1163 Ex. SCE-5, Vol. 2, Pt. 1 – Capitalized Software, p. 107. 
1164 Ex. SCE-5, Vol. 2, Pt. 1 – Capitalized Software, p. 108. 
1165 Ex. SCE-5, Vol. 2, Pt. 1 – Capitalized Software, p. 108. 
1166 Ex. SCE-5, Vol. 2, Pt. 1 – Capitalized Software, p. 108. 
1167 Ex. ORA-14,p. 43. 



250 

SCE.com Strategic Upgrade 

SCE states that the SCE.com Strategic Upgrade project was requested in the 2012 GRC 

and approved by the Commission in D.12-11-051.  SCE footnotes that D.12-11-051 approved the 

forecast costs in 2011 and 2012 with a 10% reduction for all Software Asset Management 

(SAM) projects including SCE.com.1168  SCE states that the project replaces the current 

SCE.com infrastructure and migrates existing core applications to a new platform that will 

support the continued use of the website as a robust source of information for rates, programs 

and services, as well as enable new self-service tools for customers to complete routine 

transactions online.1169  SCE states that the forecast capitalized software costs of $44.4 million in 

2013 and 2014 are to complete the work started and already approved for the SCE.com Strategic 

Upgrade project, and that the costs are comprised of labor, hardware, licensing and contingency 

costs, and that the estimates for IT support are based upon prior experience with similar projects 

and vendor quotes.1170 

SCE forecasts $30.634 million in 2013, $13.800 million in 2014 and zero in 2015.  

ORA’s corresponding forecast is $22.630 million in 2013, $13.800 million in 2014, and zero in 

2015.1171 

ORA does not oppose SCE’s request and recommends accepting SCE’s actual recorded 

costs for 2013 and forecast 2014 expenditures.   SCE  does not forecast any 2015 

expenditures.1172 

Edison SmartConnect (ESC) Project Stabilization 

SCE states that the Edison SmartConnect (ESC) Project Stabilization includes system 

stabilization efforts performed in 2013 to existing Edison SmartConnect systems.  SCE says that 

system stabilization refers to the activities to ensure proper system performance, which include 

documenting and addressing system problems, and improving overall system performance.  SCE 

states that funding for system stabilization is usually included in the cost of the project, however 
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because the implementation of these systems was funded through the ESC Program, the funding 

for system stabilization costs incurred after 2012 must be funded through the GRC.1173   

SCE forecasts $4.420 million in 2013.  ORA’s corresponding forecast is $2.574 million 

for 2013. ORA does not oppose SCE’s request and recommends accepting SCE’s actual recorded 

costs for 2013.  SCE does not forecast any 2014 and 2015 expenditures.1174    

Meter Service Organization Integrated Work Management Systems Project 

SCE states that the Meter Service Organization (MSO) Integrated Work Management 

project is needed to implement and replace MSO’s current disparate and obsolete technology 

with an integrated work management platform enabling the efficient use of MSO’s field 

resources.  SCE states that these systems maintain capabilities critical to sustaining business 

operations within MSO, and that if the systems are not replaced, MSO will continue to struggle 

with optimal performance from its field staff as work is not efficiently distributed across all field 

resources.1175  SCE states that SCE’s forecast capitalized software costs of $24.7 million for the 

MSO Integrated Work Management Systems project are comprised of labor, hardware, licensing 

and contingency costs, and that the estimates for IT support are based on prior experience with 

similar projects.1176 

SCE forecasts $3.000 million in 2013, $3.700 million in 2014, and $8.399 million in 

2015.  ORA’s corresponding forecast is $5.414 million for 2013, $1.286 million for 2014, and 

$8.399 million for 2015. 

 ORA does not oppose SCE’s request and recommends accepting SCE’s actual recorded 

costs for 2013 and reducing SCE’s 2014 request by an amount equal to the amount that the 2013 

actual exceeded SCE’s 2013 forecast.  ORA recommends adopting SCE’s 2015 forecast 

expenditures. 1177   

Digital Experience Program 

SCE states that the Digital Experience Program will integrate SCE’s customer service 

delivery processes, and that this program will provide a comprehensive view of the customer; 
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increase self-service options; enable and empower SCE’s customers to research, evaluate, enroll, 

and identify future options for managing their energy use.1178  SCE states that it plans to invest 

$91.5 million in the 2014-2017 time frame to increase customer self-service options by 

expanding the digital customer experience, and that this program consists of five critical systems:  

SCE.com/Customer Relationship Management (CRM) Integration, Advanced Speech 

Recognition/Text to Speech Technologies, Alerts & Notifications, Outage Communication 

Improvements, and the Customer Data Warehouse (CDW).1179  SCE states that each of the 

individual systems requires integrated capabilities that deliver benefits once all systems are 

efficiently in operation and that the combined benefit-cost ratio of these systems is 1.96.  SCE 

states that the benefit achievement will be staged over time with benefits starting in the early 

years and substantially increasing after full integration in 2018 and beyond. 

SCE forecasts zero in 2013, $8.440 million in 2014, and $22.300 million in 2015.  ORA’s 

corresponding forecast is zero in 2013, 2014, and 2015.   

ORA disagrees with SCE’s benefit-cost ratio estimate and recommends that the 

Commission not fund this program.  SCE derives the 1.96 benefit-cost ratio by adding the 

forecast benefit with the avoided cost benefits and dividing that with the forecast IT capital cost 

to the years 2022.1180   

The benefit-cost ratio is skewed as SCE uses a phantom avoided cost and only considers 

the initial IT capital cost.  SCE states that the avoided costs are costs that will likely occur if SCE 

does not implement the full Digital Experience Program.1181  The avoided cost is the potential 

penalty from CAN SPAM, a law dealing with electronic communication.  SCE estimates the 

avoided cost at $99.9 million for the next eight years to 2022.  SCE states that this estimate is 

based on assuming $500 per incident and a three percent risk of occurrence, both of which were 

based on Wells Fargo and other companies’ experience.1182   

On the Federal Trade Communication’s (FTC) web site, ORA found a document entitled 

“CAN-SPAM Act: A Compliance Guide for Business.”  In this guide, the FTC states that 
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following the law is not complicated and provides seven main requirements.  These are (1) Don’t 

use false or misleading header information, (2) Don’t use deceptive subject lines, (3) Identify the 

message as an ad, (4) Tell recipients where you’re located, (5) Tell recipients how to opt out of 

receiving future email from you, (6) Honor opt-out requests promptly, and (7) Monitor what 

others are doing on your behalf.  These seven requirements are good business practices that SCE 

should already be practicing.  Additionally, SCE’s estimates that SCE would have avoided costs 

for the next eight years assumes that SCE would not take corrective actions if SCE was notified 

of a violation, i.e., SCE keeps breaking the law even after being notified.  The avoided costs that 

SCE includes as a benefit is false and should be ignored.  Removing only the avoided costs 

estimated by SCE results in a change of the benefit-cost ratio from 1.96 to 0.70.  

ORA also takes issue with the cost component of the benefit-cost ratio.  SCE forecast 

total IT capital cost of $78.8 million incurred from 2014 to 2017.  SCE does not estimate any 

additional capital cost for the next five years 2018 to 2022.  This is in direct conflict with SCE’s 

testimony.  Throughout SCE’s IT testimony, SCE has expounded on the need to refresh IT every 

four to five year and to maintain vendor support.  Yet, in this benefit-cost analysis, SCE assumes 

that the IT capital cost will not need to be refreshed.  This is inconsistent and refresh costs should 

be included to derive a true benefit-cost ratio.  ORA estimates additional total refresh cost at 

50% of initial IT capital cost, resulting in a benefit-cost ratio of 0.46.1183    

SCE’s Digital Experience Program does not pass the cost-benefit analysis, and ratepayers 

should not fund this program, including the Advanced Speech Recognition/Text to Speech 

Technologies and Customer Alerts and Notification projects that the Commission disallowed 

funding for in the previous GRC decision as being unnecessary at that time.1184 

In Rebuttal, SCE says that “ORA’s testimony contradicts its own recommendations”  in 

saying in its testimony that it does not oppose SCE’s request, but then goes on to reduce the 

projects’ forecast between 18 and 42 percent.”1185  SCE then provides a table entitled “ORA’s 

‘Unopposed’ Projects with Disallowances”1186   to arrive at the 18% and 42% reductions.  But 

the “% Decrease” listed in the table is not ORA’s testimony, it is a comparison of Edison’s 2013 
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forecasts with its actual 2013 spending, and that is what accounts for most of the percent 

decreases.1187 

In Rebuttal, SCE also criticizes ORA’s recommendation that the Commission completely 

reject the Digital Experience Project because “… of purported issues with SCE’s cost-benefit 

analysis.”1188  SCE then refers to ORA’s conclusion that SCE’s benefit–cost  ratio of 1.96 is 

skewed due to phantom avoided costs from the Controlling the Assault of Non-Solicited 

Pornography and Marketing (CANSPAM) Act…”1189   SCE also notes ORA’s objection to 

SCE’s use of continuing the avoided costs of CANSPAM penalties for an eight-year period.1190 

In connection with SCE’s inclusion of avoided costs for penalties, ORA notes that SCE 

added $56.6 million to its “benefits/ avoided costs”  calculation for five years of “penalties.1191   

ORA still maintains that it seems incredible that SCE, once notified of a violation of law or 

regulation, would continue to violate it and incur penalties of ever-increasing costs for five years. 

As to SCE’s argument that “[t]hese penalties are real and have been levied on various 

different companies, including Target, Wells Fargo, LuckyBrand and Papa John’s”  SCE has not 

shown that any one of those cases had the remotest application to this  GRC project.1192  

The two additional cases SCE referred to in its Rebuttal are no more applicable.  The first 

involving Capital One was a class action based on allegations that Capital One had used 

automated dialers to call customer cell phones to attempt to collect on credit card debt.1193  When 

asked if SCE used auto dialers to try to collect on bills, SCE’s witness said that it had done so, 

but when customers complained , in some instances SCE stopped that contact.1194   If SCE is 

indeed using auto dialers to collect on bills and its customers ask SCE not to, this is not a conflict 

that the Digital Experience Program is going to resolve.  This seems to be more a matter of 

corporate judgment and employee training.   

                                              
1187 10 RT 965, L. Miller/SCE. 
1188 Ex. SCE-21, p. 51. 
1189 Ex. SCE-21, p. 51. 
1190 Ex. SCE-21, p. 51 
1191 Ex. SCE-21, p. G-6. 
1192 10 RT 970-974, L. Miller/SCE. 
1193 10 RT 974, L. Miller/ SCE. 
1194 10 RT 975 L. Miller/ SCE. 
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As to the Commonwealth Edison case, it is no more applicable to the reasonableness of  

Digital Experience Program  than any of the others.  That case, as can be seen from the 

complaint, appears to be based on text messages the utility sent to promote its brand.1195  That 

certainly sounds to ORA like an advertisement, and, again, not something that a computer 

program is going to resolve. 

ORA continues to recommend $0 ratepayer funding for the Digital Experience Program. 

8.4.5. Power Supply 

Data Management Platform Upgrade Phase 3 

SCE states that Power Supply needs to enhance its outdated data management 

infrastructure to reflect changing market needs.  SCE states that the Data Management Platform 

Upgrade Phase 3 project will upgrade Common Data Store (CDS) in order to handle increased 

CAISO data flows, enable CDS to collect more types of data, and make the interfaces that 

transfer data from CAISO more efficient.1196  SCE forecasts costs for the Data Management 

Platform Update Phase 3 project to be $1.270 million for 2013.  SCE says that this project was 

included as part of the 2012 GRC and was scheduled to be completed in 2012, and that this 

project is now scheduled to be implemented in 2013.1197 

As stated, SCE forecasts $1.270 million in 2013 for this project.  ORA’s corresponding 

forecast is $1.432 million in 2013. ORA recommends accepting SCE’s actual recorded costs for 

2013.  SCE does not forecast expenditures for 2014 and 2015.1198 

CAISO Market Enhancements 

SCE states that the objective of the CAISO Market Enhancements project is to enhance 

existing systems and processes to implement CAISO 2013 market initiatives in order to meet 

SCE’s CAISO Scheduling Coordinator obligations.1199  SCE forecasts the CAISO Market 

Enhancements project to be $5.300 million and that this cost estimate is based on the current 

scope of the CAISO market initiatives for 2013.  SCE says that this project is scheduled to be 

                                              
1195 Ex. ORA-40. 
1196 Ex. SCE-5, Vol. 2, Pt. 1 – Capitalized Software, p. 188. 
1197 Ex. SCE-5, Vol. 2, Pt. 1 – Capitalized Software, p. 189. 
1198 Ex. ORA-14, p. 52. 
1199 Ex. SCE-5, Vol. 2, Pt. 1 – Capitalized Software, p.189. 
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implemented in 2013 as planned, and per D.12-11-051, the project is funded through the MRTU 

memorandum account.1200 

As stated, SCE forecasts $5.300 million in CAISO 2013 Market Enhancements.  SCE 

does not forecast any expenditures in 2014 and 2015.  ORA’s corresponding forecast is zero in 

2013, 2014, and 2015. 

SCE states that the funding for CAISO Market Enhancements in 2014-2017 will allow 

SCE to be in compliance with CAISO MRTU market changes between 2014 through 2017.1201  

SCE states that the 2012 CAISO Stakeholder Initiatives Catalog outlines the priority issues 

identified by the CAISO and stakeholders that may require enhancements to the energy market, 

and that this list is used by Power Supply to identify market initiatives that have a likelihood of 

being addressing during the 2014-2017 timeframe.  SCE says that although the exact timelines 

and requirements are still being defined by the CAISO, SCE must be able to respond and 

implement required system enhancements once these market initiatives are mandated by the 

CAISO.1202  SCE states that it forecast the CAISO Market Enhancements project to be $26.79 

million for 2014-2017 period.  SCE provides that per D.12-11-051, this project is funded through 

the MRTU memorandum account for 2014.1203 

SCE forecasts zero in 2013, $6.790 million in 2014, and $7.000 million in 2015 for 

CAISO 2014-2017 Market Enhancements.  ORA’s corresponding forecast is zero in 2013, zero 

for 2014, and $7.000 million for 2015. 

In response to a data request, SCE states that “…the revenue requirement related to any 

amounts closed to plant would continue to record in the memorandum account through 2014.  

The forecast for MRTU capital expenditures is included in the GRC, so that if the Commission 

approves this proposal, the related MRTU revenue requirement will be included in the GRC 

revenue requirement beginning in 2015 and not in the memorandum account.”1204   

                                              
1200 Ex. SCE-5, Vol. 2, Pt. 1 – Capitalized Software, p. 193. 
1201 Ex. SCE-5, Vol. 2, Pt. 1 – Capitalized Software, p. 200. 
1202 Ex. SCE-5, Vol. 2, Pt. 1 – Capitalized Software, p. 193 to 194. 
1203 Ex. SCE-5, Vol. 2, Pt. 1 – Capitalized Software, p. 200. 
1204 Ex. ORA-14, p. 54, citing DRA-Verbal-061. 
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As the MRTU memorandum account remains active until end of 2014, ORA removed the 

forecast costs from this GRC for 2013 and 2014. ORA accepts SCE’s forecast for 2015.1205 

Renewable Contract Management System 

SCE states that the Renewable Contract Management System project seeks to install a 

new system to manage renewable power contracts and replace the Wholesale Energy System 

(WES), which, SCE states will be unable to handle the volume and complexity of the new 

renewable contracts that are currently online and those that are expected to come online in the 

next five years.1206  SCE states that it forecasts the Renewable Contract Management System will 

cost $20.520 million.  SCE provides that this project was included as part of the 2012 GRC and 

was scheduled to be completed in 2012, and that the project start was delayed as part of SCE’s 

prioritization process of its overall technology spend, and that it is now scheduled to be 

implemented in 2013 and 2014.1207 

SCE forecasts $5.000 million in 2013, $15.520 million in 2014, and zero in 2015.  ORA’s 

corresponding forecast is $0.695 million in 2013, $10.243 million in 2014, and zero in 2015. 

ORA does not oppose SCE’s request and recommends accepting SCE’s actual recorded 

costs for 2013.  For 2014, ORA recommends reducing SCE’s forecast by 34% as this project is 

one of 10 SAM Bundle projects discussed previously.  SCE does not forecast expenditures in 

2015.1208 

Usage Measurement System (UMS) 

SCE states that a CAISO requirement to submit Settlement Quality Meter Data (SQMD) 

to the CAISO for the cumulative and interval metered services for each hour of ever trade day 

cannot be supported with the existing Usage Measurement System (UMS).  SCE states that the 

current system, in addition to having been developed in 1998 and being based on now-obsolete 

technology, will not support new CAISO requirements related to Demand Response programs 

and the Edison SmartConnect interval data.1209  SCE forecasts the UMS replacement to be $1.5 

                                              
1205 Ex. ORA-14, p. 54. 
1206 Ex. SCE-5, Vol. 2, Pt. 1 – Capitalized Software, p. 203. 
1207 Ex. SCE-5, Vol. 2, Pt. 1 – Capitalized Software, p. 204. 
1208 Ex. ORA-14, p. 55. 
1209 Ex. SCE-5, Vol. 2, Pt. 1 – Capitalized Software, p. 210. 
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million.1210  SCE provides that this project was included as part of the 2012 GRC and was 

scheduled to be completed in 2012, and that the project start was delayed as part of SCE’s 

prioritization process of its overall technology spending, and that it is now scheduled to be 

implemented in 2015.1211 

SCE forecasts zero in 2013, zero in 2014, and $1.500 million in 2015.  ORA’s 

corresponding forecast is zero in 2013 and 2014, and $0.990 million in 2015. 

After reviewing SCE’s testimony, workpapers, and discovery responses, ORA does not 

oppose SCE’s request but recommends that SCE’s forecast for 2015 be reduced by 34% to 

reflect SCE’s recorded to authorized variance for a SAM Bundle project as discussed 

previously.1212 

Generation Management System (GMS) 

SCE states that the Generation Management System (GMS) was developed and 

implemented in 2003 to enable SCE’s Trading and Energy Operations personnel to more 

accurately determine SCE’s net energy position throughout each operating day, thereby 

improving the opportunity to lower energy costs to its customers.1213  SCE states that the upgrade 

of SCE’s Generation Management System will upgrade the existing system to current vendor 

software version,  increase the capacity for telemetry connections to renewable generators, and 

lower future costs for the configuration of each generator connection.  SCE  forecasts the 

Generation Management System will cost $1.694 million.  SCE provides that the project start 

was delayed as part of SCE’s prioritization process of its overall technology spending and that it 

is scheduled to be implemented in early 2014.1214 

SCE forecasts $1.500 million in 2013, $0.194 million in 2014, and zero in 2015.  ORA’s 

corresponding forecast is $0.891 million in 2013, $0.194 million in 2014, and zero in 2015. 

                                              
1210 Ex. SCE-5, Vol. 2, Pt. 1 – Capitalized Software, p. 211. 
1211 Ex. SCE-5, Vol. 2, Pt. 1 – Capitalized Software, p. 211. 
1212 Ex. ORA-14, p. 56. 
1213 Ex. SCE-5, Vol. 2, Pt. 1 – Capitalized Software, p. 211.  
1214 Ex. SCE-5, Vol. 2, Pt. 1 – Capitalized Software, p. 213. 
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After reviewing SCE’s testimony, workpapers, and discovery responses, ORA does not 

oppose SCE’s request and recommends accepting SCE’s actual recorded costs for 2013 and 

forecast 2014 expenditures.  SCE does not forecast expenditures in 2015.1215 

8.4.6. T & D 

SCE requests total Transmission and Distribution (T&D) IT capitalized software 

expenditures of $137.028 million for the 2013-2017 period.1216  SCE says that these Capitalized 

Software projects are required by the T&D Operating Unit to help perform various activities, 

including managing storm and grid operations activities, managing compliance with rules and 

regulations, and better managing work flow.1217 

SCE organizes its request into three parts, which include (1) new projects that will be 

completed during the 2015 GRC cycle, (2) refreshes of existing software applications, and (3) 

ongoing projects that were approved in the 2012 GRC.1218 

New T&D Capitalized Software Projects 

SCE organizes New T&D Capitalized Software Projects into four categories:  (1) Storm 

and Grid Operations Management project, (2) Compliance Management project, (3) GIS 

Advanced Application, and (4) Work Flow Management project.1219 

SCE forecasts costs for the projects set forth in Exhibit ORA-14, Table 14-56.  ORA has 

reviewed SCE’s justifications for these projects and its forecasts and does not dispute them at 

this time.  ORA recommends the Commission accept SCE’s actual recorded costs for 2013, and 

forecast 2014 and 2015 expenditures.1220 

Scheduling Refresh 

SCE states that the Scheduling application was initially deployed to T&D’s Distribution 

groups in 2007 as part of early deployment within the ERP program, and that it is two versions 

behind the current vendor version and requires a refresh to leverage the latest market innovations 

brought by the vendor in the areas of improved outage management tools and situational 

                                              
1215 Ex. ORA-14, p. 57. 
1216 Ex. SCE-5, Vol. 2, Pt. 2, p. 2. 
1217 Ex. SCE-5, Vol. 2, Pt. 2, p. 1. 
1218 Ex. SCE-5, Vol. 2, Pt. 2, p. 1. 
1219 Ex. SCE-5, Vol. 2, Pt. 2, p. 4. 
1220 Ex. ORA-14, p. 61. 
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awareness capabilities.  SCE also states that its contract with the vendor requires that SCE stay 

within two major versions of the vendor’s most recent commercial release, and that if SCE fails 

to stay within two major versions, the contract requires that SCE purchase new licenses if SCE 

decide to refresh from more than two versions behind.  SCE states that refreshing the Scheduling 

application will ensure that SCE continues to have vendor support, and that the least-cost option 

is to refresh per the contract requirements and avoid re-licensing costs if SCE either refreshes 

after being more than two versions behind or purchases a new Commercial-off-the-Shelf (COTS) 

systems.1221  SCE says that the project is scheduled to begin in September 2013 and will be 

completed in February 2015, and that the capital forecast for this project includes $2.1 million in 

project team costs for SCE employees, contingent workers, and consultants, and $7.1 million in 

software and vendor costs.1222 

ORA recommends that the Commission accept SCE’s actual recorded costs for 2013, and 

reduce SCE’s request for 2014 and 2015 by 34%.   

As discussed previously, in a report entitled “Capitalized Software Projects Funded 

During 2010-2012 for ALJ Directive No. 1”,1223 SCE presents capitalized software projects 

forecast, authorized, and recorded for the years 2010, 2011, and 2012.  This report shows that for 

the 2010 to 2012 period, the Commission authorized $100.963 million for SCE’s Software Asset 

Management (SAM) Bundle, and that SCE recorded $66.706 million in costs for the same time 

period.  As SCE recorded costs were 34% less than authorized, ORA recommends that SCE’s 

forecast for 2014 and 2015 be reduced by this variance.1224     

Design Manager Refresh 

SCE states that the T&D Design Manager (DM) application is an internally developed 

critical system used by planners for distribution, transmission and substation work, and that DM 

acts as the intermediary between the GDT application and SAP, and is used as the pricing and 

estimating tool by SCE planners in both transmission and distribution, and by substation 

engineers.1225  SCE says that DM is an eight year old SCE developed system and that the current 

                                              
1221 Ex. SCE-5, Vol. 2, Pt. 2, p. 45. 
1222 Ex. SCE-5, Vol. 2, Pt. 2, p. 47. 
1223 Ex. SCE-5 workpapers, Vol. 1, Chapters I & II, Part 1, pp. 13 to 14. 
1224 Ex. OA-14, p. 62. 
1225 Ex. SCE-5, Vol. 2, Pt. 2, p. 48. 
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DM refresh project will update the software and hardware infrastructure and will add 

functionality for better overall reporting and usability.1226  SCE states that this project is 

scheduled to begin in August 2013 and will be completed in October 2014, and the capital 

forecast includes $1.3 million in project team costs for SCE employees, contingent workers, and 

consultants, and $1.4 million in software and vendor costs.1227 

The Design Manager Refresh has components of a SAM Bundle, as discussed above, and 

as such, ORA recommends that the Commission decrease SCE’s forecast by 34% for 2014.  

ORA recommends that the Commission accept SCE’s actual recorded costs for 2013 and fund 

$575,000 in non-SAM enhancement in 2014. 1228      

GE Smallworld Refresh 

SCE states that GE Smallworld application is a critical system used by the Grid 

Operations division to maintain the electrical connectivity network of all SCE’s distribution 

systems, and that this electrical connectivity network forms the backbone of distribution system 

operations and is used for all operations in the OMS.  According to SCE, as the OMS system is 

being refreshed, corresponding changes will need to be undertaken in the GE Smallworld 

application, and that these changes are required for the seamless data exchange with the OMS 

application.  SCE says that during the refresh, the GE Smallworld application will also be 

upgraded with the latest vendor software, and that the current version of GE Smallworld, 

implemented in 2003, is no longer supported by the vendor.1229  SCE states that this project will 

begin in June 2015, be completed in November 2016, and that the capital forecast for this project 

includes $1.8 million in project team costs for SCE employees, contingent workers, and 

consultants, and $2.0 million in software and vendor costs.1230 

GE Smallworld is also a SAM Bundle, in which SCE’s recorded costs were 34% of 

authorized costs, as discussed previously.  As such, ORA recommends reducing SCE’s 2015 

forecast by 34%.1231 

                                              
1226 Ex. SCE-5, Vol. 2, Pt. 2, p. 48. 
1227 Ex. SCE-5, Vol. 2, Pt. 2, p. 49. 
1228 Ex. ORA-14, p. 64. 
1229 Ex. SCE-5, Vol. 2, Pt. 2, p. 53. 
1230 Ex. SCE-5, Vol. 2, Pt. 2, p. 55. 
1231 Ex. ORA-14, p. 67. 
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Consolidated Mobile Solution 

SCE states that, in D.12-11-051, the Commission adopted the 2010-2012 cost and benefit 

forecasts for the Consolidated Mobile Solution (CMS) project.1232  SCE provides that as 

described in SCE’s 2012 GRC, CMS enables field personnel, system operators, and office 

workers to work more effectively, resulting in productivity benefits, enhanced employee safety, 

improved outage responsiveness, and improved ability to meet compliance obligations.1233  SCE 

says that SCE’s current forecast of CMS capital expenditures for 2010 to 2014 is $46.155 

million, and that the project has recorded capital expenditures of $30.1 million from 2010 to 

2012, and that in 2013 and 2014, the CMS project will require $16.0 million to complete SCE’s 

configuration of the application, training development, and delivery, and implementation of 

CMS to the user groups.1234 

After reviewing SCE’s testimony, workpapers, and discovery responses, ORA 

recommends that the Commission accept SCE’s actual recorded costs for 2013, and reduce 

SCE’s 2014 request by an amount equal to the amount that the 2013 actual exceeded SCE’s 2013 

forecast.  ORA also recommends that the 2014 amount be further reduced by 34% as this project 

is a part of the SAM Bundle where 2010-2012 actual was 34% less than authorized.  SCE does 

not forecast 2015 expenditures.1235 

9. Human Resources, Benefits and Other Compensation  

SCE says its Human Resources Operating Unit provides services such as attracting, 

developing, motivating and retaining a high-performing and diverse workforce for the various 

organizations within SCE.  According to SCE, the Human Resources Unit also “develops people, 

policies and programs for managing the workforce, including employee relations and 

development programs.”1236  SCE’s Human Resources TY 2015 costs for these activities are 

tracked in Federal Energy Regulatory Commission (FERC) Accounts 920, 921, 923, and 926.   

                                              
1232 Ex. SCE-5, Vol. 2, Pt. 2, p. 56. 
1233 Ex. SCE-5, Vol. 2, Pt. 2, p. 57. 
1234 Ex. SCE-5, Vol. 2, Pt. 2, p. 58. 
1235 Ex. ORA-14, p. 68. 
1236 Ex. SCE-6, Vol. 1, p. 1. 
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Executive Officers expenses consist of costs associated with salaries and expenses for 

executive officers and their assistants in FERC Accounts 920/921. Outside Service expenses for 

executive officers are tracked in FERC Account 923.  

SCE’s Short-Term Incentive Program is an incentive pay program for exempt and non-

exempt (including union represented employees), senior managers, and executives who are not 

officers.1237 The costs for this program are recorded in FERC Accounts 500, 588, 905 and 

920/921. 

SCE’s Long-Term Incentive (LTI) Program provides compensation for executives and 

officers of the company.  LTI grants are made annually and consist of non-qualified stock 

options, restricted stock units, and performance shares.1238  LTI expenses are tracked in FERC 

Account 920. 

The Recognition Programs consists of cash awards in the form of Spot Bonuses and non-

cash awards that uses points to reward employees.1239 The Spot Bonus costs are tracked and 

forecast across all other Operating Units (OUs), with each OU’s labor costs.  The non-cash 

award program, called Award to Celebrate Excellence (ACE), uses points to reward employees 

who participate in one of the company approved safety programs.1240  The expenses for the ACE 

program are tracked under Miscellaneous Benefit Programs in FERC Account 926.1241   

Pensions and benefits expenses (P&B) are defined as all employer-provided employee 

benefit plans and programs, recorded in Federal Energy Regulatory Commission (FERC), Form 

No. 1, Account . 926. This includes pensions, post-retirement benefits other than pensions 

(PBOPs), healthcare plans, 401(k), disability, group life insurance, and miscellaneous and 

executive benefits.  

ORA’s recommendations for Human Resources Department expenses, Short Term 

Incentives, Long Term Incentives and Recognition Programs are set forth in Exhibit ORA-16 

and ORA-16-R-2.  ORA’s recommendations for Pensions and Benefits Programs are set forth in 

                                              
1237 Ex. SCE-6, Vol. 2, Pt. 1, Chapter IV, p. 16. 
1238 Ex. SCE-6, Vol. 2, Pt. 1, p. 25. 
1239 Ex. SCE-6, Vol. 2, Pt. 1, pp. 29-30. 
1240 Ex. SCE-6, Vol. 2, Pt. 1, p. 101. 
1241 Ex. SCE-6, Vol. 2, Pt. 1, p. 101. 
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Exhibits  ORA-17, and ORA-17-A.   Forecasts and issues in dispute between SCE and ORA 

relating to Human Resources, Benefits and Other Compensation are discussed below.  

ORA’s recommendations for Operational Excellence savings are discussed in this Brief 

in Section 24. 

9.1. Human Resources Department Expenses 

SCE requests a combined total of $61.4 million in administrative and general (A&G) 

expenses for TY 2015 for Executive Officers and to carry out Human Resources (HR) 

functions.1242  Of this, SCE seeks $40.317 million for HR, and $21.022 million for Executive 

Officers in TY 2015.  ORA recommends $39.327 million for HR, and $14.771 million for 

Executive Officers in the test year.1243 

Human Resources   

SCE’s TY 2015 request of $40.317 million for Human Resources is $2.521 million lower 

than its 2012 recorded expenses of $42.838 million.1244  One of the reasons for the reduced 

forecast is due to the centralization of the company’s training and organizational development 

activities.1245  The other reason for the decrease is the forecast reduction of 4 positions1246 in 

Human Resources staff that previously supported San Onofre Nuclear Generating Station 

(SONGS). 

In general, ORA does not dispute SCE’s proposed expenses for Human Resources or  net 

labor and non-labor savings for 2015.   However, ORA recommends an  additional adjustment to 

remove  the remaining HR positions for  SONGS.  In errata, ORA corrected the amount of the 

adjustment to $990,000. 1247    While ORA assumes from SCE’s Rebuttal, written before ORA’s 

errata, that SCE opposes removing this last position,  ORA believes that there is no longer a 

dispute about the dollar amount of the adjustment.1248 

Executive Officers Compensation 

                                              
1242 Ex. SCE-6, Vol. 1, p. 1. 
1243 Ex. ORA-16-A-R-2, p. 5. 
1244 Ex. SCE-14, Attachment 9, (Revised Testimony to Ex. SCE-6) Vol. 01R, p. 9. 
1245 Ex. SCE-6, Vol. 1, p. 44. 
1246 Ex. SCE-14, Attachment 9, (Revised Testimony to Ex. SCE-6), Vol. 01R, p. 48. 
1247 Ex. ORA-16-A-R-2, p. 8. 
1248 Ex. SCE-22, p. 3. 
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SCE requests $21.022 million in expenses for Executive Officers.1249  This request is for 

cash compensation (salaries and short-term incentives) and expenses. 1250  ORA recommends a 

total of $14.771 million for Executive Officers, which is $6.250 million lower than SCE’s 

forecast.1251 

According to SCE, the expenses being requested are for:  (1) SCE Executive Officers, (2) 

“Shared” Officers and (3) Edison International (EIX ) Executives.  SCE says that “Shared” 

Officers are executive officers who are dual officers of both SCE and EIX.  The salary, expenses 

and incentive costs of these “Shared Officers” are “allocated between SCE and EIX.”1252  For TY 

2015, SCE requests expenses for 2 Shared Officers: the Vice President and Controller for SCE 

and EIX and the Vice President, Associate General Counsel, Chief Governance Officer, and 

Corporate Secretary for SCE and EIX.1253 

 SCE also requests funding for a portion of costs associated with certain EIX Executives 

and their support staff.  For TY 2015, SCE requests expenses for seven EIX Executives: (1) 

Chairman, President & Chief Executive Officer, (2) Executive Vice President, Chief Financial 

Officer & Treasurer, (3) Executive Vice President & General Counsel, (4) Vice President, Risk 

Management, Chief Ethics & Compliance Officer & EIX/SCE General Auditor, (5) Vice 

President, Investor Relations, (6) Director, Human Resources Executive Talent & Reward and 

(7) Director, Corporate Risk Management.1254 

The proposed TY 2015 allocations to SCE in SCE’s testimony are the same as the 

allocations used from 2008-2012.1255  ORA does not dispute the allocations between EIX and 

SCE.1256 

SCE’s TY 2015 forecast of $19.526 million ($17.582 million for labor and $1.944 

million for non-labor expenses) is based on using a 5-year average of labor and non-labor 

                                              
1249 Ex. SCE-6, Vol. 1, p. 50. 
1250 Ex. SCE-6, Vol. 1, p. 51. 
1251 Ex. ORA-16, p. 2. 
1252 Ex. SCE-6, Vol. 1, p. 53. 
1253 Ex. SCE-6, Vol. 1, p. 53. 
1254 Ex. ORA-16, p. 14. 
1255 Ex. ORA-16, p. 15 citing SCE’s response to DRA-32-DAO, Q.1(b). 
1256 Ex. ORA-16, p. 15. 
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expenses from 2008-2012, adjusted by a reduction of labor and non-labor expenses from SCE’s  

Operational Excellence forecasts for 2013 and 2014.1257  In general, ORA agrees with SCE’s use 

of the 5-year (2008-2012) average of expenses.   

Of the $17.582 million SCE allocates to labor in FERC Account 920, the Executive 

Incentive Compensation (“EIC”) expense forecast for 2015 is $6.850 million.1258  ORA opposes 

SCE’s implicit request for 100% ratepayer funding of the EIC Awards for executive officers.  

Instead, ORA recommends shareholder bear the responsibility for 91.25% and ratepayers be 

responsible for 8.75% of EIC award funding.  This results in shareholders funding $6.250 

million of SCE’s request and ratepayers funding $599,375 of the $6.850 million forecast for EIC 

expenses.  ORA’s proposal ultimately results in an adjustment of $6.250 million to FERC 

Account 920.   

ORA’s sharing proposal is based on above-market compensation of SCE’s executives 

and the utility’s inadequate support of 100% ratepayer funding of awards for its executives.  

When asked how SCE’s executive or management incentive plans benefit ratepayers, SCE did 

not demonstrate how the specific measurement criteria selected by the utility and incentive 

results are beneficial to ratepayers.  SCE simply stated, “The goals and results include several 

benefits to ratepayers, including without limitation: a focus on public safety; customer 

satisfaction; system reliability; investment in infrastructure; rate equity and mitigation efforts; 

and business resiliency to rapidly respond to business disruptions or catastrophic events.”1259  

No specific analysis was provided to show how the amount of bonus payments, if any, affect 

these goals and results that SCE claims benefit ratepayers.  

In the 2012 GRC Decision, the Commission authorized recovery of 50% of SCE’s 

Executive share of the EIC program costs.1260  In this GRC, ORA recommends the Commission 

revisit this ruling and reduce ratepayer funding for the EIC expenses in FERC Account 920 to 

8.75%. The main reason ORA recommends a lower level of ratepayer funding is because SCE 

                                              
1257 Ex. ORA-16, p. 15 citing Ex. SCE-6, Vol. 1 Workpapers, pp. 80-82.  
1258 Although the 2015 Executive Incentive Compensation (EIC) award expenses are not specifically 
identified in SCE’s testimony, they are embedded in the 2015 forecast for Executive Officers as tracked 
in FERC Account 920.  The 2015 EIC award expenses are estimated to be $6.850 million based on the 
2008-2012 average recorded EIC award expenses identified by SCE in Ex. SCE-6, Vol. 1, p. 60. 
1259 Ex. ORA-16-WP, p. 6. 
1260 D.12-11-051, p. 450. 
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Executives are being compensated significantly above market level.   In the 2012 GRC, the Total 

Compensation Study results show Executives compensated at 9.8% below market. In this GRC, 

Aon Hewitt compared SCE executives to the market, and found that they were compensated 

13.4% above market for Total Cash and 114.3% above market for Benefits.1261  The Total 

Compensation for executives was 9.5% above market.  Aon Hewitt states, “Total Cash 

Compensation reflects base pay plus actual short-term incentives for all categories…”1262   

There is no evidence provided in this case to demonstrate that above market 

compensation for executives benefits ratepayers.  In the past, SCE has stated that evidence shows 

above-median compensation has not been necessary for recruitment and retention.1263 

In addition to the compensation being significantly above market level, EIC rewards are 

primarily driven by financial performance and shareholder returns. In the 2012 GRC, SCE said 

that “the corporate goal related to core earnings per share is not used as a criterion for payouts of 

incentive compensation.”1264 In this GRC, however, it appears that financial performance, 

specifically core earnings, affect the compensation payout.  SCE states, “…Failure to achieve 

that goal [the corporate goal related to core earnings per share] results in a decrease to the 

incentive compensation payout.”1265 

A review of the 2013 Joint Proxy Statement of EIX and SCE, in which the companies 

discuss executive compensation practices, shows an emphasis on financial performance and 

shareholder value and not promoting value for ratepayers.  EIX and SCE’s business strategy is 

“long term sustainable growth and shareholder value.”1266 Based on this and other statements in 

the 2013 EIX/SCE Joint Proxy Statement, it appears that executive compensation is not tied to 

promoting ratepayer value: 

 How Our Short-Term Incentive Plan is Tied to Shareholder Value— 

                                              
1261 Ex. SCE-6, Vol. 2, Pt. 2, p. 50. 
1262 Ex. SCE-6, Vol. 2, Pt. 2, p. 4, fn. 4. 
1263 Ex. ORA-16, p. 18 citing Edison International and Southern California Edison Company 2010 Joint Proxy 
Statement, p. 23.  
1264 Ex. ORA-16-WP, p. 5, SCE’s response to ORA data request MDR-10, Q. X.05, dated 02/04/2010, emphasis 
added. 
1265 Ex. ORA-16-WP, p. 6, SCE’s response to ORA data request MDR-10, Q. X.05, dated 03/08/2013. 
1266 Ex. ORA-32, EIX/SCE 2013 Joint Proxy Statement, p. 25. 
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1. Our annual incentive program is designed to enhance shareholder 
value. (p. 27) [emphasis added] 

 EIX’s consolidated core earnings exceeding our goal was a key factor in 
above-target 2012 annual incentive awards for EIX. (p. 25) [emphasis added] 

 What we do: 

1. We tie pay to performance by making the majority of compensation 
“at risk” and linking it to shareholders’ interests. (p. 26) [emphasis 
added] 

2. We seek shareholder feedback on our executive compensation. (p. 26) 
[emphasis added] 

 What We Pay and Why: Elements of Direct Compensation—Our executive 
Compensation program seeks to achieve three fundamental objectives:  

1. Attract and retain qualified executives; 

2. Focus Executives’ attention on specific financial, strategic and 
operating objectives of the Company that will increase shareholder 
value; and [emphasis added] 

3. Align executive pay directly with shareholder return through long-term 
incentives. (p. 28) [emphasis added] 

 “Another significant factor was that Mr. Craver’s annual incentive awards for 
2011 and 2012 were above target, largely due to strong financial 
performance.”1267 [emphasis added] 

 The Committee determines annual incentive awards based on corporate and 
individual performance. (p. 29) 

Although there is mention that the EIX/SCE business strategy is to provide customers 

safe, reliable, and affordable electricity, the end goal is to increase shareholder value.1268  SCE is 

mandated by state and federal law to provide customers safe and reliable electric service.    

Ratepayers are already compensating executives’ salaries and benefits at a premium, as shown in 

the study results of the 2015 General Rate Case Total Compensation Report. 

ORA recommends shareholders pay 91.25% of the EIC awards and ratepayers 

supplement the remaining 8.75% in recognition of ratepayer value.   ORA’s recommendation is 

based on a review of EIX/SCE’s 2013 Joint Proxy Statement and in particular, the discussion of 

how executive incentive compensation is determined. Using the financial performance and 

                                              
1267 Ex. ORA-32, citing EIX/SCE 2013 Joint Proxy Statement, p. 26. 
1268 Ex. ORA-32, citing EIX/SCE 2013 Joint Proxy Statement, p. 25. 
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strategic and operational goals discussed in the 2013 EIX/SCE Joint Proxy Statement, ORA 

weights EIX and SCE Performances at 50% each. The Proxy statement states that annual 

incentive awards for the EIX Executive Officers were based on EIX performance and annual 

incentive awards for the SCE Executive Officers were based on SCE performance. 

ORA recommends shareholders pay 100% of the compensation for EIX Performance 

covering both the Financial Performance and Strategic and Operational Goals.  SCE ratepayers 

are paying the majority (70%) of annual salaries and related administrative expenses for 

EIX/SCE Shared Officers and their assistants.  Sixty percent of the payout criteria for EIX is 

based on the consolidated core earnings of EIX, which ORA believes does not provide any 

benefit to ratepayers.  Ten percent is based on EIX employees’ “people and culture,” an example 

of the 2012 goal is addressing the results of work environment reviews.  ORA does not believe 

that this provides any benefits to ratepayers.  Lastly, 30% of EIX Performance is based on goals 

such as getting a favorable outcome from SCE’s general rate cases.  EIX/SCE Joint Proxy 

Statement states an outcome of the strategic initiatives is to provide electricity at affordable 

rates.1269  By minimizing ratepayer funding for superfluous rewards, EIX will be taking a 

measurable step toward helping SCE ratepayers afford their electric bills.1270 

As for SCE Performance measures, ORA recommends 100% shareholder funding of the 

Financial Performance portion since it is based entirely on core earnings, which do not provide 

any benefit to ratepayers.  ORA also recommends 100% shareholder funding of the Strategic 

Initiatives portion.  This is a new goal not previously identified in the 2010 and 2011 Joint Proxy 

Statements.  EIX/SCE states the Strategic Initiatives goal is to achieve a favorable outcome from 

SCE general rate cases so that the company can provide electricity at affordable rates.  Again, by 

minimizing ratepayer funding for the EIC rewards, rates can be more affordable for SCE 

customers.  ORA proposes 50/50 sharing between ratepayers and shareholders for Operational 

and Service Excellence and People and Culture goals because both parties benefit from these 

goals.   

By weighing EIX Performance and SCE Performance at 50/50 and using the SCE target 

weighing of individual goals, shareholders would primarily be responsible for the requested 

$6.850 million in EIC expenses.  ORA’s proposal results in shareholders funding $6.251 million 

                                              
1269 Ex. ORA-32, EIX/SCE 2013 Joint Proxy Statement, p. 29. 
1270 Ex. ORA-16, p. 21. 
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and ratepayers funding $599,375 of the forecast EIC expenses.   This approach is reasonable 

because shareholders benefit more than ratepayers when executives achieve financial and 

strategic goals.   

For TY 2015, ORA recommends $13.275 million for Executive Officers expenses 

tracked in FERC Accounts 920/921.  This amount is $6.251 million lower than SCE’s request of 

$19.526 million.   

In Rebuttal, SCE says “ORA misapplies the results of the Total Compensation Study to 

justify the proposed reduction to SCE’s Executive Officer forecast.”1271  In support of this, SCE 

says that “ORA’s citation to only those results relative to the Executive job category 

fundamentally ignores the designed purpose and scope of the TCS”1272  and that “[t]he variation 

in results in job categories from each of the respective past GRCs shown in the foregoing shows 

why the TCS was not designed or intended to evaluate specific categories of SCE’s 

workforce.”1273   

In the last SCE GRC, ORA questioned the usefulness of the Total Compensation Study.  

ORA raises this issue again.  If, as SCE seems to be suggesting, the component parts of the Total 

Compensation cannot be relied on, then it is not clear what purpose the Total Compensation 

Study is supposed to serve, other than to continuously ratchet up the costs to ratepayers.  

In Rebuttal, SCE also says that “ORA’s recommended adjustment arms SCE’s ability to 

attract and retain skilled executives.”1274  SCE has made this argument before. In the last GRC, 

the Commission authorized ratepayer funding of only 50%  of  Executive Incentive 

Compensation program costs.  According to one SCE witness on the subject, SCE has not had 

difficulty attracting or retaining high performing executives.1275  If , however, SCE as a whole 

considers that its executives are not skilled, then it should say so.   

                                              
1271 Ex. SCE-22, p. 4, heading, lines 14-16. 
1272 Ex. SCE-22, pp. 4-5. 
1273 Ex. SCE-22, p. 6. 
1274 Ex. SCE-22, p. 7. 
1275 12 RT 1244-1245, Bennett/ SCE.  
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9.2. Short Term Incentives 

SCE’s Short Term-Incentive programs include the Results Sharing, Management 

Incentive Program and Executive Incentive Program.1276 SCE states Results Sharing is the 

annual variable pay program that provides employees an opportunity to earn a cash bonus based 

on achieving Company and Operating Unit goals.1277  SCE’s forecast of $143.531 million 

includes expenses for three programs: (1) Results Sharing (RS), an incentive pay program for 

exempt and non-exempt employees (approximately 90% of employees), (2) the Management 

Incentive Program (MIP), an incentive pay program for senior managers (approximately 10% of 

employees), and (3) the Non-Officer Executive Incentive Compensation Plan (NOEIP) for those 

executives who are not officers (less than 1% of the employee population).1278  SCE’s RS/STIP 

is a bonus pool from which every Operating Unit draws from for the employee RS/MIP 

payouts.1279  SCE states the company determines how much of the overall bonus pool to allocate 

to each Operating Unit based on the number of eligible plan participants, their targets, and the 

number of goals the Operating Unit has achieved.1280 

SCE requests $143.531 million in expenses for RS/STIP for Generation, Transmission 

and Distribution, Customer Accounts/Service, and Administrative and General.1281  This amount 

is $31.236 million, or 18%, lower than its 2012 recorded amount of $174.767 million.  ORA 

recommends ratepayer funding of no more than $97.543 million for the test year.1282 

SCE states its 2015 RS/STIP forecast is based on calculating the ratio of the 2012 

recorded RS/STIP expense to total non-capital labor expense, and applying this ratio to the 2015 

SCE non-capital labor forecast.1283 The SCE 2012 expense ratio of recorded RS/STIP was 

14.57%.1284  SCE’s 2012   recorded RS/STIP expense was the highest pay out, by far, of all the 

years 2008 through 2013.  ORA recommends applying the 2008-2013 average RS/STIP to labor 

                                              
1276 Cash compensation for executive officers as part of the EIC plan is discussed above. 
1277 Ex. SCE-6, Vol. 2, Pt. 1, Ch. IV, p. 17. 
1278 Ex. SCE-14, Attachment 10 (SCE Revised testimony to Ex. SCE-6, Vol. 2, Pt. 1, Ch. IV, p. 16.) 
1279 SCE’s 2013 Results Sharing/Management Incentive Program, p. 1. 
1280 Id, p. 2. 
1281 Ex. SCE-14, Attachment 10 (SCE Revised testimony to Ex. SCE-6), Vol. 2, Pt. 1, Ch. IV, p. 16.  
1282 Ex. ORA-16-A-R-2, p. 26. 
1283 Ex. SCE-6, Vol. 2, Pt. 1, p. 22. 
1284 Ex. ORA-16-A-R-2, p. 25. 
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ratio to the ORA proposed 2015 labor expense to determine the 2015 RS/STIP expense.  Using 

this 12.08% ratio leads to ORA’s recommended forecast of $97.543 million.1285   

ORA opposes SCE’s request for full recovery of RS/STIP expenses because the RS/STIP 

benefits both shareholders and ratepayers.  Instead, ORA recommends that shareholders pay 50% 

of the NOEIP portion, which benefit executives who are not officers (less than 1% of the 

company), 50% of the combined expenses for the MIP and the RS, and an additional 25% of the 

RS expenses for union employees.  ORA’s allocation recommendation results in shareholders 

paying 45.5% of the RS/STIP or $44.237 million.  The remaining amount of $53.155 million 

which is 54.5% of the total RS/STIP expense, is allocated to ratepayers.1286  

ORA developed its proposal based on a review of SCE’s testimony and workpapers, the 

2015 Total Compensation Study, SCE’s 2008-2013 RS/STIP recorded expenses, past 

Commission Decisions, and ORA’s 2015 total non-labor expense forecast.  ORA recommends 

using the 6-year average 2008-2013 recorded RS expense to total labor ratio, which is 12.08% 

instead of SCE’s proposal of using 2012 payment data.  ORA’s methodology appropriately 

reflects the fluctuations in recorded RS/STIP payments and labor expenses during this period.1287  

ORA’s recommendation captures the lowest ratio of 10.81% and highest ratio of 14.57%.  

The 2012 ratio is the highest compared to all other years from 2008-2013. SCE’s proposal is 

based  

SCE’s 2015 RS/STIP forecast is based on applying the 2012 RS/STIP expense ratio of 

each line of business to the total 2012 recorded labor expense.1288 1289   

SCE’s forecast of 2015 RS/STIP expense to labor ratio is 15.97%, almost 2 percentage 

points higher than the 2012 ratio of 14.57%.  In its original testimony, SCE’s workpapers 

showed a forecast of $147.860 million for RS/STIP expenses and $954.709 million for labor 

expenses for an expense ratio of 15.49%.  SCE’s revised testimony shows a lower labor expense 

                                              
1285 Ex. ORA-16-A-R-2, p. 25. 
1286 Ex. ORA-16-A-R-2, p. 26. 
1287 Ex. ORA-16-A-R-2, p. 27. 
1288 Ex. SCE-6, Vol. 2, Pt. 1, Ch. IV, p. 22. SCE allocates the 2015 RS forecast to each individual business lines via 
the designated FERC Accounts: 500, 588, 905, and 920/921.   
1289 Ex. ORA-16-A-R-2, p. 28, citing SCE Workpapers for Ex.-SCE-6, Vol. 2, Pt. 1, Ch. IV, p. 66. 
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as well as a lower RS/STIP payout forecast compared to its original testimony.  SCE’s revised 

2015 labor forecast is $898.562 million and its RS/STIP expense forecast is $143.531 million.1290   

The SCE 15.97% ratio exceeds any of the RS/STIP expense to recorded labor ratio of any 

year from 2008-2012.  ORA recommends using the 6-year average 2008-2012 RS/STIP expense 

to labor ratio of 12.08% to determine the 2015 RS/STIP expense.1291 ORA’s recommendation is 

based on recognition that the RS/STIP provides benefits to both shareholders and ratepayers and 

therefore, both should share the funding of this program.1292 ORA’s recommendation results in 

$97.543 million as the RS/STIP expense for 2015, instead of SCE’s proposal of $143.531 

million.1293   

Non- Officer Incentive Plan 

For the NOEIP, ORA recommends shareholders fund 50% of this program because SCE 

executives are overcompensated, and the RS/STIP payouts to executives and senior managers are 

disproportionate compared to rank and file employees. 

In the SCE 2012 GRC, the Commission authorized 90% rate recovery for SCE’s 

RS/STIP.1294  The Commission stated: 

 “For example, in 2009 almost one-third of the funds were awarded 
through the MIP to a group of managers that comprise 9% of the 
workforce, and another 8% went to the less than 1% who are non-
officer executives.919 Manager targets for bonuses are also up to 
20% of annual salary, compared to 4% to 8% for rank and file. 
Ratepayers may not be well served by a bonus plan weighted 
heavily against the employees most likely to perform day-to-day 
operations and to interact with customers.”1295 

 

In the last SCE GRC decision, the Commission expressed  concern that  ratepayers’ 

interests may not be served if the amount of incentive payouts to management were 

disproportionate compared to payouts made to rank and file employees.1296 This disparity 

                                              
1290 Ex. ORA-16-A-R-2, p. 28, citing SCE’s response to DRA-274-DAO, Q.2. 
1291 Ex. ORA-16-A-R-2, p. 27. 
1292 Ex. ORA-16-A-R-2, p. 29 
1293 Ex. ORA-16-A-R-2, p. 27. 
1294 D.12-11-051, p. 458. 
1295 D. 12-11-051, pp. 457-458. 
1296 D.12-11-051, p. 457. 
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continues.  SCE’s 2012 recorded payouts show that 33.69% of the total RS/STIP expense was 

awarded to senior managers, 5.85% was awarded to non-officer executives, and 63.2% was 

awarded to rank-and-file employees.1297  In 2013, SCE paid out a total of $159.383 million.1298  

Of this total, 90% of SCE’s employees received 60.9% of the RS/STIP payouts.  SCE’s senior 

managers, who comprised approximately 10% of the employee population, received 33.6% of 

the RS/STIP payouts through the MIP.  SCE executives, who made up less than 1% of the 

employee population, received 5.5% of the total payout through the NOEIP.1299  

 The SCE 2012 and 2013 data confirm the Commission’s previous concerns regarding 

disproportionate payouts.  Of the total number of employees who were covered under each 

incentive program for 2012, management and executive officers received a combined total of 

63% of the payouts while comprising only 12% of the total number of employees.  The payout 

levels for executives and senior managers continued in 2013.  On average, an executive officer 

and non-officer executive received a bonus of $62,000 in 2012.  SCE managers received an 

average of $34,000 and rank-and-file employees received on average $7,000 in 2012.1300 

SCE’s ratepayers should not have to fully fund SCE’s unjust bonus structure that pays out 

almost 40% of awards to a handful of managers and executive employees at the top.    Presently, 

forty-one of these employees, who are classified as “Executive,” are already being generously 

compensated in total cash compensation and employee benefits.1301   

In the 2012 GRC, the Commission authorized 90% of ratepayer funding for the RS/STIP, 

in light of the 2012 General Rate Case Total Compensation Study results, which showed 

executives total compensation at 9.8% below market.  However, since the last GRC, SCE’s 

executives have been receiving a marked increase in bonuses.  The 2015 General Rate Case-

Total Compensation Study shows that in 2012, SCE executives were compensated 13.4% above 

market for Total Cash Compensation, which reflects base pay plus actual short-term annual 

                                              
1297 Ex. ORA-16-A-R-2, p. 30 citing SCE’s response to ORA data request, DRA-146-DAO, Q.1. 
1298 Ex. ORA-16-A-R-2, p. 30 citing SCE’s response to ORA data request, DRA-274-DAO, Q.1. SCE 2012 
recorded data shows that there were a total of 165 employees classified as “Executive Officers and Non-Officer 
Executives” who were covered by the NOEIP Plan.  The 2012 recorded data also shows a total of 1,750 employees 
who were covered under the “MIP” or “Management Incentive Plan”.  The remaining 15,323 employees were 
covered under the Results Sharing Plan (SCE’s response to ORA data request MDR-10, Question X.01.) 
1299 Ex. ORA-16, p. 30. 
1300 Ex. ORA-16-WP, pp. 4 and 29:  SCE’s responses to data request MDR-10, Q. X.01 and DRA-146-DAO, Q.1. 
1301 Ex. SCE-6, Vol. 2,  2015 GRC Total Compensation Study, p. 4. 
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incentives.  SCE executives were compensated 114.3% above market for Benefits.1302  Overall, 

SCE executives were compensated 9.5% above market for Total Compensation.   

According to Aon Hewitt, the company assumes the degree of accuracy to be within plus 

or minus 5% of the estimate.  Therefore, SCE’s executives could possibly be compensated as 

much as 18.4% or “only” 8.4% above market for base pay and short term incentives.  Either way, 

this range is beyond what the Commission has considered reasonable in past decisions.  The 

Commission has stated a 5% variance as the basis for reasonable compensation1303, or there has 

been no dispute because the variance was below 5%.1304,  

The Commission stated in D.00-02-046 that it “…should not allow above-market 

employee compensation to be reflected in utility revenue requirement.”1305  It is not reasonable to 

order ratepayer funding of the Executive’s share of the RS program as they are already 

compensated  well above-market. 

Another reason that shareholders should fund 50% of NOEIP  is because Executive 

compensation is tied to financial performance, which benefits shareholders.  SCE states in 

testimony that the Company goal tied to core earnings is tied to executive compensation.1306  

SCE confirms this in its 2013 EIX/SCE Proxy Statement: “…the Committee set the threshold 

level of consolidated core earnings, below which no incentive would be paid.”1307 

                                              
1302 Ex. SCE-6, Vol.2, Pt. 2, p. 50 
1303 D.09-03-025, p. 127. SCE’s Total Compensation “…study results indicate that the compensation 
levels sought by SCE are generally at market, with the overall compensation level 0.9% above market 
levels, well within the margin of error assumed by the Commission for these studies of + / - 5%.”   D.04-
07-022, p. 205: “Since SCE’s total compensation is shown to be 4.3% above the comparable market total 
compensation, and the study margin of error is plus or minus 5%, we conclude that SCE’s total 
compensation for all employees is equivalent to the market level.”   
1304 D.07-03-044, p. 157: “PG&E’s total compensation is 4.71% above the survey average… No party disputed the 
reasonableness of PG&E’s total compensation.”   A.10-12-005/006, Ex. SDG&E-25, Appendix I, Total 
Compensation Study, p. 4. SDG&E’s total compensation was found to be 3.4% above market.  A.10-12-005/006, 
Ex. SDG&E-25, Appendix I, Total Compensation Study, p. 4. SDG&E’s total compensation was found to be 3.4% 
above market.  A.10-12-005/006, Ex. SCG-19, Appendix I, Total Compensation Study, p. 4. SCG’s total 
compensation was found to be 3.2% above market.  
1305 D.00-02-046, p. 243. 
1306 Ex. SCE-6, Vol. 2, Pt. 1, Chapter IV, p. 21.  
1307 Ex. ORA-32, EIX/SCE 2013 Joint Proxy Statement, p. 29.   ORA notes that in its TY 2014 GRC, PG&E did not 
seek incentive funding for executives in its Short Term Incentive Program. (Ex. ORA-16-A-R, p. 33. 
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ORA’s recommendation of 50% shareholder funding for the NOEIP portion is reasonable 

and is based on SCE’s historical payouts for this program.   The recorded RS/STIP payouts for 

2008-2013 show SCE’s executives’ payouts in the range of 5.5% and 7.8%.1308   

ORA recommends using the 2013 recorded payouts for Executives as the basis for 

determining the NOEIP expense portion of the total RS/STIP.  ORA’s recommendation is 

appropriate because the recorded payouts show that the executives’ share has been decreasing.  

The 2013 recorded Executive share of the payouts was 5.5%. 1309   

Since the ORA recommended RS/STIP expense is $97.543 million for 2015, the NOEIP 

allocation is 5.5% of this total.  This translates to $5.303 million as the NOEIP portion for 2015, 

and shareholders should fund 50% of this amount.1310 

Sharing of Costs for Management Incentive Plan and Results Sharing expense of 
Non-Represented Employees and Union Employees  

ORA recommends SCE’s shareholders pay 50% of the MIP and RS expense for non-

represented employees, and 25% for union employees in the RS/STIP.  The 2012 company goals 

that SCE identifies in testimony that determine the results of the RS payments are summarized 

by the following categories:  (1) Safety, (2) Compliance, (3) Operational and Service Excellence, 

(4) Strategic Initiatives, (5) Public Policy, (6) Enterprise Risk Management, (7) People and 

Culture and (8) Financial Performance.1311 

ORA recommends a sharing of 50/50 between shareholders and ratepayers for the 

compensation of employees in the MIP and RS who exceed the company goals.  This is fair 

because the RS/STIP goals identified benefit both ratepayers and shareholders.  Until SCE can 

demonstrate, by providing quantifiable results, ratepayers actually receive 100% of the benefits 

from the RS/STIP, it is unjust and unreasonable for ratepayers to fund 100% of the program’s 

costs.     

ORA recommends that, for union employees, ratepayers be allocated an additional 25% 

of RS/STIP costs above the 50/50 sharing recommended for management and non-represented 

employees.  The RS/STIP payouts for union employees would be allocated 75% ratepayer, 25% 

                                              
1308 Ex. ORA-16-A-R, p. 33 
1309 Ex. ORA-16-A-R, p. 33 
1310 Ex. ORA-16-A-R, p. 33 
1311 Ex. SCE-6, Vol. 2, Pt. 1, Ch. IV, p. 3. 
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shareholder. With this recommendation, ORA acknowledges that union employees are obligated 

by contractual responsibilities to provide service, and SCE is obligated to honor its contracts 

with its union employees.  This could result in less flexibility for the utility in terms of the 

number of staff hired and their salaries and benefits, which include incentive payments.  ORA 

also recognizes that union employees are generally working on actual operations and 

maintenance as well as customer service issues.  Since shareholders also benefit from union 

employees who have financial incentives to perform their jobs well, shareholders should also be 

partially responsible for the RS/STIP costs.1312   

SCE has not provided any quantifiable data to demonstrate that ratepayers truly benefit 

from the company’s bonus program.  Although SCE claims in testimony that Results Sharing 

goals benefit ratepayers, the company did not provide any data to support its claims.  There were 

no metrics submitted by SCE for the measurement and evaluation of “… improved customer 

satisfaction, public and workplace safety, system reliability, infrastructure improvements, rate 

equity and mitigation efforts, workforce and supplier diversity, and programs to rapidly respond 

to business disruptions or catastrophic events” that SCE claims. 1313   Nor has SCE performed an 

analysis to identify cost savings due to the RS/STIP program.1314 

Until SCE can provide quantifiable data to show that this discretionary program results in 

actual benefits for ratepayers and that it is only ratepayers who benefit from the RS/STIP, ORA’s 

recommendation to share the funding of this program between shareholders and ratepayers is fair 

and equitable.   

ORA’s recommendation is $97.543 million for the RS/STIP expense for 2015.  ORA’s 

RS/STIP recommendation reduces SCE’s proposed $143.531 million by $90.376 million.1315  

Of the $97.543 million, ORA recommends $44.327 million be funded by shareholders 

and $53.155 million by ratepayers.  This is based on shareholders paying for 50% of the NOEIP 

portion, 50/50 sharing between ratepayers and shareholders for the MIP expense and the RS 

expense for non-represented employees, and ratepayer funding of an additional 25% of the union 

employees’ RS expense.  

                                              
1312 Ex. ORA-16, p. 34. 
1313 Ex. SCE-6, Vol. 2, pt. 1, Ch. IV, p. 21. 
1314 Ex. ORA-16-A-R-2, p. 35 citing SCE’s response to DRA-240-DAO, Q.2. 
1315 Ex. ORA-16-A-R-2, pp. 35-36. 
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In the Commission’s recent decision in the PG&E GRC, the Commission reduced 

PG&E’s requested level of Short-Term Incentive funding to remove costs associated with certain 

metrics, and “… applied a 10% reduction to provide some degree of sharing of cost 

responsibility between ratepayers and shareholders.”1316  While ORA proposed different 

reductions in the PG&E GRC, ORA agrees with the stated principle that shareholders, too, 

benefit when employees perform their jobs well and should share in the costs of those benefits.  

In this case, since SCE apparently does not have any metrics by which ORA or the Commission 

can measure and evaluate the benefits SCE claims ratepayers receive from the RS program, a 

larger share of the costs should be apportioned to shareholders.1317 

9.3. Long Term Incentives 

SCE’s long-term incentives are paid to executives and consist of non-qualified stock 

options, restricted stock units, and performance shares.1318  SCE states, “Effective with the 2012 

grant, two metrics are used for measuring payouts, with each metric weighted 50 percent.”1319  

The first performance metric measures EIX’s 3-year shareholder’s return compared to that of 

other utilities, and the second metric is based on EIX’s 3-year average annual core earnings per 

share. 

SCE requests $18.181 million in expenses for its LTI in 2015.1320  ORA recommends 

zero ratepayer funding for SCE’s Long-Term Incentives. 

In the 2015 GRC Total Compensation Study (TCS), Aon Hewitt concluded that SCE’s 

total compensation levels were below market by 5.0%.1321  In this GRC, when all five job 

categories1322 are combined, SCE’s total compensation rates are below market by 5.0%.  

However, once the job categories are separated, the 2015 GRC TCS shows the Executive job 

category at 9.5% above market.  Aon Hewitt states, “Due to normal survey error, true market 

                                              
1316 D.14-08-032, p. 520.   
1317 Ex. ORA-16, p. 35. 
1318 Ex. SCE-6, Vol. 2, Pt. 1, Ch. IV, p. 25. 
1319 Ex. SCE-6, Vol. 2, Pt. 1, Ch. IV, p. 25. 
1320 Ex. SCE-6, Vol. 2, Pt. 1, p. 23. 
1321 Ex. SCE-6, Vol. 2, Pt. 2, p. 4 
1322 The five job categories are: (1) Physical/Technical, (2) Clerical, (3) Professional/Technical, (4) 
Manager/Supervisor and (5) Executive. 
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position could be above or below the estimate.  Aon Hewitt assumes the degree of accuracy to be 

within plus or minus 5% of the estimate.”1323   

If the degree of accuracy is assumed to be within plus or minus 5% of the estimate, this 

job category could be in the range of 4.5% to 14.5% above market.1324   

The Commission stated in D.00-02-046 that it “…should not allow above-market 

employee compensation to be reflected in utility revenue requirement.”1325  As discussed above, 

the 2015 total compensation study shows that, overall, SCE’s executives are compensated at 

9.5% above market, a level that could either be 4.5% above market or 14.5% above market, 

assuming the degree of accuracy to be within plus or minus 5% of the estimate.1326 

In D.12-11-051 and D.09-03-025, which authorized funding for SCE in the 2012 GRC 

and 2009 GRC respectively, the Commission rejected SCE’s request for rate recovery of 

executive long-term incentives.  The reasons identified by the Commission were:  (1) SCE has 

not provided any evidence to support that LTIs are eligible for rate recovery, and (2) SCE has not 

established that disallowance of executive LTI, or a reduction to executive stock options resulted 

in any impact on retention or attraction of SCE executives.1327  

The problems identified by the Commission in SCE’s 2009 and 2012 GRCs persist in this 

GRC.  SCE has not provided any evidence to justify that LTIs are eligible for rate recovery.  

SCE has not established that a disallowance or a reduction to LTIs has an impact on retention 

and attraction of executives.  In this GRC, SCE has not provided any evidence to justify charging 

ratepayers for these discretionary costs.1328   

As shown in the 2015 Total Compensation Study, SCE Executives are already being 

compensated at 9.5% above-market. It would be unfair and unjust to have ratepayers fund SCE’s 

Executive LTI expenses as well. 

                                              
1323 Ex. SCE-6, Vol. 2, Pt. 2, p. 4. 
1324 Ex. SCE-6, Vol. 2, Pt. 2, p. 4. 
1325 Application of Pacific Gas and Electric Company (2000) 4 CPUC 3d 315, 429; D.00-02-046. 
1326 2015 SCE GRC Total Compensation Study, p. 4. 
1327 D.12-11-051, p. 452. 
1328 Ex. ORA-16, p. 38. 
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More recently, in D.13-05-010, the Commission rejected ratepayer funding for Southern 

California Gas Company and San Diego Gas and Electric Company’s executives.1329  The 

Commission states the following: 

With regard to the Commission’s past treatment of long term 
compensation, our review of the decisions show that the 
Commission has generally disallowed long term incentive 
compensation.  Although many companies offer long term 
compensation plans, that does not necessarily mean that ratepayers 
should have to pay for the costs of funding such a program. In 
considering whether such costs are reasonable, the benefit of this 
type of compensation plan clearly benefits the executives and 
shareholders if the value of the stock goes up. Since this stock-
based compensation is tied to financial performance over a period 
of time, that clearly demonstrates that a premium is being placed 
on the companies’ financial performance. In addition, the 
employees who received the stock-based compensation are already 
highly compensated through their base pay, and the short term 
incentive compensation.  Another consideration is the cost to 
ratepayers, who see little benefit from such a program, but face 
increased costs if the cost of the long term incentive compensation 
program is included in the revenue requirement. Based on all these 
considerations, and given the state of the economy and the benefits 
that shareholders receive, it is reasonable to disallow ratepayer 
funding of the costs of the long term incentive compensation 
program… for SDG&E…and for SoCalGas…1330 

 

The Commission should continue to reject rate recovery requests from utilities for 

executive long-term incentives, as it has done in previous cases.    

Nothing in SCE’s Rebuttal gives ORA any reason to change its recommendation, or the 

Commission to change its long-standing policy. 

9.4. Recognition Programs 

SCE’s Recognition Programs involve both cash and non-cash awards.  Cash awards are 

given in the form of spot bonuses.  SCE states that they are an important tool for recognizing and 

rewarding employees for exceptional performance and outstanding achievement.1331  Non-cash 

awards are given under the “Awards to Celebrate Excellence” (ACE) non-cash recognition 

                                              
1329 D. 13-05-010, pp. 882-884. 
1330 D. 13-05-010, pp. 883-884. 
1331 Ex. SCE-6, Vol.  2, Pt. 1, p. 29. 
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program.  SCE states that ACE awards recognize and reinforce behaviors such as exceptional 

customer service, teamwork, and initiative.  ACE awards are given as program points and can be 

granted by the employee’s manager or supervisor. 

SCE discusses the Spot Bonus Program and the ACE Program under the Recognition 

Programs section of its Human Resources testimony.1332  However, SCE states it does not record 

or forecast expenses for Spot Bonuses or for ACE awards as part of HR expenses.1333  Rather, 

SCE forecasts spot bonuses and ACE awards expenses across affected Operating Units (OUs) 

and corresponding exhibits.1334  SCE states Spot B onuses and ACE awards expenses are being 

requested as part of each affected OU’s labor costs.1335  There is no aggregate amount being 

requested for the Spot Bonus Program or for the ACE Program anywhere in SCE’s testimony or 

workpapers. 

Spot Bonus Program 

SCE states that the Spot Bonus Program is a low cost recognition program that is 

designed to motivate and reward employees who accept and perform additional responsibilities 

in an exceptional manner or accept responsibilities or assignments that require extraordinary time 

commitments.1336   

While SCE states in its testimony that the company does not request recovery of expenses 

for the Spot Bonus Program in the Human Resources testimony,  the aggregate amount being 

requested is not identified in any of SCE’s testimony or workpapers.  ORA asked SCE to 

specifically identify the 2015 forecast for the Spot Bonus Program.1337  SCE provided a response 

in which the company identified the recorded Spot Bonus costs paid out each year from 2008-

2012.  In this response, SCE also identified an amount of $1.9 million as the forecast for 

2015.1338   

                                              
1332 Ex. SCE-6, Vol. 2, Pt. 1, p. 29. 
1333 Ex. SCE-6, Vol. 2, Pt. 1, p. 30. 
1334 Ex. SCE-6, Vol. 2, Pt. 1, pp. 30 and 101. 
1335 Ex. SCE-6, Vol. 2, Pt. 1, pp. 30 and 101. 
1336 Ex. SCE-6, Vol. 2, Pt. 1, p. 29. 
1337 Ex. ORA-16-WP, p. 14 and 14a: SCE’s response to DRA-15-DAO, Q.2. 
1338 Ex. ORA-16-WP, p. 15: SCE’s response to DRA-15-DAO, Q.4.  
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ORA recommends that the Commission continue its practice of disallowing rate recovery 

of Spot Bonuses because SCE has not established ratepayer value and because the TY 2015 

forecast is not transparent. 

SCE already rewards employees through its incentive cash bonus program.  In 2012, SCE 

paid out $174.8 million in awards as part of its Results Sharing Program.1339 SCE’s 2012 

employee count was 16,509.1340  On average, each employee could have received an approximate 

$10,586 in bonuses in the form of cash incentives. 

In 2012, SCE paid out a total of $1.9 million in Spot Bonuses for a total of 1,489 

approved nominations.1341  On average, each nomination received a total of $1,298 in cash as 

part of the Spot Bonus program.   

SCE claims the goals of the Spot Bonuses Program are different than those of the Results 

Sharing Program, but contribute to the achievement of the same safety goals identified in the 

RS/STIP.1342  However, SCE could not identify the differences.1343  SCE’s goals for the Spot 

Bonus Program are for public and employee safety, working more efficiently and meeting 

company goals within scheduled time frames and under budget.  The RS/STIP goals are to 

improve workplace and public safety, meeting the company budget targets, meeting Operating 

Unit goals such as safety, affordability, people development, managing resources and timing 

necessary to complete project plans, compliance with organization’s vision, providing excellent 

customer service and reliable service, among other things, as well as improving individual 

performance.1344 

SCE has not demonstrated that the Spot Bonus Program has ratepayer value or is cost 

beneficial.  If SCE would like to continue rewarding employees through this program, 

shareholders should fund it.  Ratepayers should not be saddled with funding another incentive 

program that has not been demonstrated to contribute to additional improvements in system 

safety, reliability, or customer service above and beyond the goals of the RS/STIP. 

                                              
1339 Ex. SCE-6, Vol. 2, Pt. 1, p. 16. 
1340 Ex. ORA-16-WP, p. 4: SCE’s revised response to ORA Master Data Request MDR-01, Question I.B.19. 
1341 Ex. ORA-16-WP, p. 7: SCE’s response to DRA-15-DAO, Q.1(d). 
1342 Ex. ORA-16-WP, p. 34: SCE’s response to DRA-249-DAO, Q.4(b). 
1343 Ex. ORA-16-WP, p.35: SCE’s response to DRA-249-DAO, Q.4(c). 
1344 Ex. ORA-16, p. 42 citing SCE’s 2013 Results Sharing/Management Incentive Program, pp. 1-2. 
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SCE claims, “Cash awards in the form of spot bonuses are an important tool for 

recognizing and rewarding employees for exceptional performance and outstanding achievement. 

Spot bonuses are an integral part of our market competitive, comprehensive compensation 

package.”1345  ORA asked SCE to provide support for its claim, but SCE stated that the company 

has not performed any analysis regarding Spot Bonuses.1346 

Furthermore, it appears that in this GRC, as in prior rate cases, SCE continues to have 

issues with its recognition programs.  SCE has not directly requested any funding for the Spot 

Bonus Program.  While SCE informally references an amount in a response to an ORA data 

request, the methodology used to derive the various OUs forecasts are questionable.  There is 

limited explanation of the methodology chosen or why there are zero expense forecasts for some 

OUs.  Of the eighty three entries, there are eight comments as to why a particular forecast 

method was chosen.1347 

ORA cannot trace the 2008-2012 recorded or 2015 forecast amounts to SCE’s testimony 

or workpapers.  ORA cannot trace the 2008-2012 recorded or 2015 forecast amounts in the 

Results of Operations (RO) model for this rate case.  SCE has not provided adequate support for 

this request.   

In the 2012 GRC, ORA asked the Commission to disallow any rate recovery for SCE’s 

recognition programs because SCE provided any aggregate forecast but did not explain its 

forecast methodology or where in the exhibits the amounts were found.1348  The Commission 

agreed with ORA (then DRA) and disallowed rate recovery of spot bonuses because SCE’s 

testimony was vague about the amounts and locations of costs included in the forecast.1349  The 

Commission also stated that its practice of disallowing rate recovery for these costs was for the 

same reasons given in 2009.1350 

The same problem of justifying SCE’s request for recognition expenses still exists. 

Therefore, ORA recommends that the Commission disallow any rate recovery for this program.  

                                              
1345 Ex. SCE-6, Vol. 2, Pt. 1, p. 29. 
1346 Ex. ORA-16-WP, p. 36: SCE’s response to DRA-249-DAO, Q. 5(c)(i). 
1347 Ex. ORA-16-WP, p.15:  SCE’s response to DRA-15-DAO, Q. 4. 
1348 D.12-11-051, pp. 459-460. 
1349 D.12-11-051, p. 459. 
1350 D.12-11-051, p. 459. 
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Awards to Celebrate Excellence 

According to SCE, the company also recognizes employee by using points to award 

employees who participate in one of the company approved safety programs in a program called 

Awards to Celebrate Excellence (ACE).1351  Each point is the equivalent of $2.50.1352  

Employees pick out prizes from a catalogue by redeeming the ACE points awarded. 

SCE states costs for this program are recorded under Miscellaneous Benefits Programs in 

FERC Account 926 as well as in various labor accounts across all exhibits.1353  ACE expenses 

are being requested as part of individual OUs labor expenses.  

In a response to an ORA data request, however, SCE provided a spreadsheet identifying 

the recorded expenses for 2008-2012 and the 2015 forecast for the ACE program.1354 The 

spreadsheet provides a listing of the FERC Accounts, including 926—Miscellaneous Benefit 

Programs, used to track the various OUs’ ACE recorded expenses and identifies the forecast 

methods used to determine the TY 2015 forecast. Yet, in another response SCE states that these 

costs are embedded and it does not separately forecast them.1355 

This spreadsheet shows that each OU uses a different methodology to forecast its TY 

2015 ACE expense.  The methodologies used are:  (1) last recorded year, (2) five year average, 

(3) itemized forecast, (4) itemized forecast based on last recorded year or (5) three year average.  

While there are more than 100 entries, there are 12 comments provided for details.  With few 

exceptions, these comments do not explain why a particular method was chosen by an OU for its 

forecast.  Of the explanations provided, six do not agree with the methodology identified.  For 

example, the forecast for FERC Account 560—Transmission Work Order Write-Offs and 

Capital Related Expense—is identified as an “Itemized Forecast” under forecast method, but the 

explanation provided states “forecast is five year average”.  Or the method used for FERC 

Account 594—Distribution Capital Related Expense is identified as “Itemized Forecast” and the 

comment states “forecast is five year average”.  However, the expenses were recorded only for 

three years 2010-2012. 

                                              
1351 Ex. SCE-6, Vol. 2, Pt. 1, p. 101. 
1352 Ex. ORA-16-WP, p. 24: SCE’s response to DRA-69-DAO, Q. 3(e). 
1353 Ex. ORA-16-WP, p. 28: SCE’s response to DRA-69-DAO, Q. 3(e). 
1354 Ex. ORA-16-WP, p. 24:SCE’s response to DRA-069-DAO, Q.3a. 
1355 Ex. ORA-16-WP, p. 24:SCE’s response to DRA-69-DAO, Q.3a. 
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SCE, in a conference call with ORA, stated that these expenses are tracked/ embedded in 

the non-labor accounts of various OUs.  SCE’s response to an ORA data request for information 

regarding ACE expenses also states these expenses are embedded in non-labor costs.1356   

In the Commission’s recent decision in the PG&E GRC, the Commission approved 

PG&E’s forecast for $8.734 million in Rewards and Recognition (RR) costs.1357  ORA opposed 

ratepayer funding of PG&E’s program   just as it opposed SCE’s program in its last GRC.  D.14-

08-032 offers no explanation in its one paragraph devoted to the subject of why it did not follow, 

or even acknowledge the Commission’s reasoning in D.12-11-051.   Since there is no 

demonstrated similarity between PG&E RR program and SCE’s ACE program , ORA 

recommends that the Commission maintain the policy adopted in its most recent decisions on 

SCE and reject ratepayer funding again. 

9.5. Pension and Benefits Programs 

Pensions and benefits expenses (P&B) are defined as all employer-provided employee 

benefit plans and programs, recorded in Federal Energy Regulatory Commission (FERC), Form 

No. 1, Account 926. This includes pensions, post-retirement benefits other than pensions 

(PBOP), healthcare plans, 401(k), disability, group life insurance, and miscellaneous and 

executive benefits.1358  

9.5.1. Pensions 

SCE’s forecast of pension costs for the Test Year is $168.41 million.1359  ORA 

recommends a pension forecast of $155.077 million.1360  

SCE’s forecast is based upon determinations made by the retirement plan actuary, Aon 

Hewitt. The amount SCE requests in this GRC cycle is $168.41 million, which is the amount 

authorized for 2012-2014.1361  The three-year average of the Rate Recovery Allowance amounts 

calculated by Aon Hewitt would result in a required contribution of $217.2 million.1362  ORA 

                                              
1356 Ex. ORA-16-WP, p. 24:SCE’s response to DRA-69-DAO, Q. 3a. 
1357 D.14-08-032, p. 525. 
1358 Ex. ORA-17, p. 1. 
1359 Ex. SCE-6, Vol. 2, Part 1, Ch. VII, p. 32. 
1360 Ex. ORA-17-A, p. 1, Revised.   
1361 Ex. SCE-6, Vol. 2, Pt. 1, Ch. VII, p. 33. 
1362 Ex. SCE-6, Vol. 2, Part 1, Ch. VII, p. 45. 
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requested an update to the actuarial report to reflect the actual market value of the fund as of 

December 31, 2013, and to reflect the actual staffing level at SONGS as of January 1, 2014.  Aon 

Hewitt calculated the updated contribution required for 2015 to be $167.4 million.1363 ORA 

recommends that this most current information be used for ratemaking purposes given the 

increase in the value of the pension fund.1364 

SCE chose not to update the actual number of employees remaining at SONGS, claiming 

that the number is “virtually identical” to that in the original actuarial report.1365 The number of 

employees in dispute is 95.1366  While this may not seem like much of a difference, it is 

important to note that each employee’s age, years of service, and salary are incorporated into the 

actuarial calculations. The actuarial model should be analyzed with their specific demographic 

information removed to show the impact of these particular 95 fewer employees.1367  

The updated actuarial report includes 17,032 current employees1368; a reduction of 95 

employees is 0.56%. The funding target liability for the vested benefits of the current active plan 

participants is $2.088 billion1369; simply removing 0.56% of that amount would be an immediate 

reduction of $11.693 million, which is hardly trivial.  ORA recommends that this amount be 

removed from SCE’s updated pension funding forecast for TY 2015.1370 

In Rebuttal, SCE says that “ORA’s pension cost adjustment for remaining SONGS 

employees is not appropriate.”1371  SCE confirms that, as of January 1, 2014, there were 95 fewer 

actives SONGS employees than had been originally forecast.  According to SCE, however, 

                                              
1363 Ex. ORA-17, p. 3, citing SCE response to DRA-SCE-272-STA, Q.1. 
1364 Ex. ORA-17, pp. 3-4  
1365 Ex. ORA-17-WP, p. 19: SCE response to DRA-SCE-272-STA, Q.1, attachment, p. 1. (Ex.ORA-17-WP lists the 
contents with page numbers, which were inadvertently omitted from the contents themselves.  ORA regrets the 
inconvenience this causes parties.) 
1366 Ex. ORA-17-WP, [p. 33]: SCE’s response to DRA-225-STA, Q.3.  The original actuarial report reflects 600 
employees remaining at SONGS, but the actual number remaining is 505.  
1367 Ex. ORA-17, p. 4. 
1368 Ex. ORA-17-WP, [p. 7]: SCE’s response to DRA-225-STA, Q.1, Actuarial Valuation Report, p. 15.  
1369 Ex. ORA-17-WP, [p. 7]: SCE’s response to DRA-225-STA, Q.1, Actuarial Valuation Report, p. 15.  
1370 Ex. ORA-17, p. 4. 
1371 Ex. SCE-22, p. 41, heading, lines 21-22. 
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“[t]here is simply no reason to think that additional SONGS severances reduced the pension 

funding liability at January 1, 2014.”1372   

ORA disagrees.  If an SCE employee chooses a lump sum payout then there is no 

remaining liability to Edison.  While Edison’s pension witness agreed that all employees are 

given the opportunity to take a lump sum or an annuity, he did not know how many SONGS 

employees did so. 1373  

Information provided in SCE’s October 2013 Actuarial Report,  under the heading 

“Actuarial Methods & Assumptions,” says that “[w]here a lump sum form of payment is 

available, benefits were assumed payable 80% as lump sums and 20% as annuities.  Where 

annuities are payable, retiring married employees are assumed to elect to receive 50% surviving 

spouse annuities, and retiring singe employees are assumed to elect to receive life annuities.”1374  

If 80% of the terminated SONGS employees took lump sum payouts, this could affect the 

pension liability.  In light of SCE’s Actuarial Report, ORA continues to recommend removal of 

$11.693 million from the updated pension funding forecast  for TY 2015. 

Alternatively, SCE should be ordered to update its employee demographic information 

for both 2014 and 2015 and that updated actuarial report be provided to the Commission before it 

authorizes a pension contribution amount.1375  

SCE proposes that the Commission continue using a pension expense balancing account 

for pension costs adopted in the three prior GRC decisions.1376  These decisions adopted two-

way balancing accounts. ORA opposes a two-way balancing account for pensions because it 

provides no “checks and balances” for the annual pension contribution, and renders the GRC 

forecast meaningless. ORA proposes a one-way pension balancing account to protects ratepayers 

in any year where the actual pension contribution is less than the authorized amount.1377  

                                              
1372 Ex. SCE-22, pp. 41- 42. 
1373 11RT 1114, Henry/SCE. 
1374 Ex. SCE-6, Vol. 2, Pt. 1, p. B-6, “G. Form of Benefit Payment.” 
1375 Ex. ORA-17, p. 5. 
1376 Ex. SCE-6, Vol. 2, Pt. 1, Ch. VII, p. 49. 
1377 Ex. ORA-17, p. 5. 
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In the 2012 GRC, the Commission declined to implement a one-way balancing account 

without, “a broader review of pension plan policy.”1378  In this GRC, SCE asked Aon Hewitt to 

compare SCE’s retirement plans to those at PG&E, Sempra, CalPERS, LADWP, and SMUD. A 

detailed analysis of that study is included in SCE’s testimony.1379 The analysis shows expected 

benefits under SCE’s retirement plan to be comparable to only three of the five other plans, with 

the exceptions of LADWP, whose employees do not participate in Social Security, and PG&E, 

whose employees make larger contributions.1380 The summary presented in testimony does not 

represent a review of SCE’s pension plan policy, as the Commission directed.1381 It is merely a 

comparison of the expected payouts of SCE’s plan to the others. Furthermore, while SCE notes 

that many employers have made “significant changes” to their retirement benefits in the past 

decade,1382 SCE’s retirement plan has been virtually unchanged since 1999. In light of these 

factors, ORA recommends that a one-way balancing account be adopted.1383    

In the event that the Commission adopts a two-way pension expense balancing account, 

ORA proposes a cost sharing mechanism whenever actual pension contributions exceed the 

authorized contribution. ORA acknowledges that pension contribution expenses are affected by 

such variables as pension law and interest rates, some of which are beyond the Company’s 

control. Current ratepayers are the ones who must shoulder the burden of this expense, which is 

unique in ratemaking because current ratepayers are funding future benefits.  Thus,  it is both just 

and reasonable that there should be some “checks and balances,” an incentive to control costs, 

rather than an unlimited pass-through to the ratepayer of 100% of such expenses with absolutely 

no control or accountability. A cost-sharing mechanism, for expenses above the annual 

authorized amounts, accomplishes this purpose. Should a given year’s contribution exceed that 

year’s authorized amount, 90% of the excess would be borne by ratepayers via the balancing-

account mechanism, and the remaining 10% would be borne by shareholders.1384  

                                              
1378 D.12-11-051, pp. 463-464. 
1379 Ex. SCE-6, Vol. 2, Pt. 1, Ch. VII, pp. 35-38. 
1380 Ex. SCE-6, Vol. 2, Pt. 1, Ch. VII, p. 38. 
1381 D.12-11-051, p. 465, and Ordering Paragraph 33. 
1382 Ex. SCE-6, Vol. 2, Pt. 1, Ch. VII, p. 35. 
1383 Ex. ORA-17, p. 6. 
1384 Ex. ORA-17, p. 6. 
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9.5.2. Post-Retirement Benefits Other than Pensions (PBOPs) 

SCE’s forecast of PBOP costs for the Test Year is $44.573 million,1385 which includes 

$44.156 million for contributions to the PBOP trust and $417,000 for PBOP actuarial fees.1386 

The corresponding ORA forecast is $42.017 million. ORA requested an update to the PBOP 

actuarial reports to reflect the actual market value of the fund as of December 31, 2013 year end. 

The updated contribution amount is $41.6 million.1387  ORA recommends that this most current 

information should be used for ratemaking purposes given the increase in the value of the PBOP 

fund. 

In six of the past seven years, SCE collected more in authorized PBOP costs than the 

company spent on PBOP costs, for a net total over-collection of $112 million, or an average 

over-collection of $16.0 million per year.1388  The over-collection for the past four years, after 

the one under-collection in this period, averages $3.708 million per year. These over-collected 

amounts are refunded each year through the PBOP balancing account, but this information 

further supports ORA’s lower forecast.1389 

9.5.3. Other Benefits 

SCE's basic methodology in calculating the Medical, Dental, Vision, Disability, Group 

Life and Miscellaneous Benefits  program costs is to divide the 2012 cost in each category by the 

number of Full Time Equivalents (FTEs) in 2012 to derive a program cost per employee. This 

program cost per employee is escalated each year, and then multiplied by the projected number 

of FTEs for 2015 to develop the Test Year program expense.1390   

ORA’s methodology in calculating the benefit program costs began with SCE’s 2013 

forecast for Account 926; after applying the authorized capitalization rate of 37.7%, the forecast 

is $277.270 million.1391 SCE’s 2013 actual adjusted recorded expense, after capitalization, from 

                                              
1385 Ex. SCE-6, Vol. 2, Pt. 1, Ch. VII, p. 80. 
1386 Ex. SCE-6, Vol. 2, Pt. 1, Ch. VII, workpapers Book A, p. 81. 
1387 Ex. ORA-17-WP, [p.19]: SCE response to ORA data request DRA-SCE-272-STA, Q.2. 
1388 See Attachment A, from Ex. SCE-6, Vol. 2, Pt. 1, Ch. VII, p. 87, Figure VII-18. 
1389 Ex. ORA-17, p. 7. 
1390 Ex. SCE-6, Vol. 2, Pt. 1, Ch. VII, workpapers Book B, pp. 30-31. 
1391 Ex. SCE-6, Vol. 2, Pt. 1, Ch. VII, p. 32 shows the 2013 forecast of $455.056 million; 37.7% is $167.786 
million; $455.056 less 167.786 equals $277.270 million.   



290 

the Company’s FERC Form 1 report is $235.42 million1392 which is 15.1% below SCE’s 2013 

forecast.1393 The most current information available should be used for ratemaking purposes. 

ORA made an adjustment to 2013 benefit program forecasts to reflect this lower actual amount.  

In Rebuttal, SCE says that “ORA’s use of 2013 FERC Form 1 preliminary data is 

inappropriate,1394 and that “ORA used “2013 preliminary recorded unadjusted FERC Form 1 

data to make a comparison to an ORA-developed ‘adjusted’ 2013 forecast of $277.270 million” 

which ORA then compared to “SCE’s $235.42 million preliminary recorded unadjusted FERC 

Form 1 data for 2013.” SCE then says that the “… 2013 FERC Form 1 is preliminary, and has 

not been adjusted to: (1) remove one-time, non-recurring expenses…; nor (2) to transfer 

expenses due to reorganizations.”1395 

First of all, the data SCE provided that shows the 2013 figure of $235.417 million for 

Employee Pensions and Benefits says it is “2013 Recorded Adjusted.”1396  The text of the answer 

that accompanied the spreadsheet says that the response is preliminary, and that “SCE will 

supplement this data request response with final 2013 recorded O&M amounts at a later date.”  

But, as of August 2014, when ORA submitted its testimony, the $235.42 million was the last 

figure SCE provided ORA.   

In Rebuttal, SCE claims to have come upon “two adjustments totaling $28 million so that 

the “adjusted 2013 amount would be $264 million.”  The witness sponsoring this SCE testimony, 

however, was not the person who made the “cursory review” and could not say whether other 

adjustments were found that would reduce the “preliminary” figure of $235.42 million.1397  As 

SCE itself acknowledges, though, since the FERC Form 1 data for Account 926 “includes other 

expenses than Pensions and Benefits,”1398 removing those would reduce the $235.42 million.  

                                              
1392 Ex. ORA-17-WP, [p. 22] SCE response to ORA data request DRA-Verbal-045, Q.1, attachment, “(926) 
Employee Pensions and Benefits.”   
1393 $277.270 million less $235.42 million equals $41.853 million. $41.853 million divided by $277.270 million 
equals 15.1%. 
1394 Ex. SCE-22, p. 37, heading, line 8. 
1395 Ex. SCE-22, p. 37. 
1396 See Ex. ORA-17-WP, [p. 22]:  Response to DRA-Verbal-045, “DRA-Verbal-045 Q.1 2013 O&M Reconciliation 
.xls”   
1397 12 RT 1242 Bennett/SCE. 
1398 Ex. SCE-22, p. 38, heading, lines 4-5.  12 RT 1243, Bennett/SCE. 
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This means that it is likely that SCE has overstated its 2013 actual costs for Account 926 by 

more than the 15.1% ORA originally thought.   

In Rebuttal, SCE also says that ORA’s recommendation to reduce the Medical, Dental, 

Vision, Disability, Group Life and Miscellaneous Benefits by 15.1% is  “mathematically flawed”  

because “[e]ven if SCE’s benefits programs collectively cost 15.1% less, that does not mean each 

program cost declined by exactly 15.1%.”1399  Since SCE did not provide information about the 

actual 2013 costs of its benefits programs, the mathematical flaw is one of its own making, and 

certainly does not justify continuing to overcharge ratepayers for these programs.   

ORA continues to recommend the Commission reduce the benefit program TY 2015 

forecasts by 15.1%.    

With the exception of medical programs expense and disability programs expense, 

discussed below, ORA does not dispute the escalation rates used by SCE in calculating the 

remaining benefit program costs from 2013 to 2015. ORA’s TY 2015 recommendations are also 

generally lower than SCE’s because the benefit costs are based on labor dollars and ORA 

recommends a lower labor cost amount than SCE used in its calculations. 

9.5.3.1. Medical 

SCE’s forecast of medical programs expense for the Test Year is $131.1 million.1400  

SCE’s estimate was forecast by escalating the 2012 expense by escalation rates of 5.4% for 2013 

and 8% for 2014 and 2015.1401 ORA’s forecast of medical programs expense for the Test Year is 

$96.998 million. 

As discussed above, ORA made an adjustment of 15.1% to SCE’s 2013 Medical 

Programs per-person forecast to reflect the fact that 2013 total P&B actual expenses were 

significantly less than 2013 forecast.1402  The adjusted 2013 forecast was then escalated by a 

medical escalation rate of 6.6% for 2014 and 2015, discussed   below. The total of these 

adjustments results in a per-person Medical Programs cost of $7,537 which was then multiplied 

by ORA’s estimated employee count. This results in an ORA TY estimate of $96.997 million. 

Medical Escalation Rates 

                                              
1399 Ex. SCE-22, p. 38. 
1400 Ex. SCE-6, Vol. 2, Pt. 1, Ch. VII, p. 54. 
1401 Ex. SCE-6, Vol. 2, Pt. 1, Ch. VII, p. 73. 
1402 Ex. ORA-17, p. 8. 
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In determining the reasonableness of SCE’s escalation rate, ORA consulted several well-

regarded sources of healthcare cost statistics. According to the Global Insight “Cost Planner,” 

which ORA and SCE are both using to support all other escalation rates in this GRC, employer-

sponsored health insurance costs are expected to increase 3.1% in 2013, 4.8% in 2014, 5.6% in 

2015, and 5.6% in 2016.1403 The 19th Annual Employer Survey on Purchasing Value in Health 

Care, prepared by Towers Watson and the National Business Group on Health, found that the 

average healthcare cost increase for employers fell to a 15-year low of 4.1% in 2013 and is 

expected to average 4.4% for 2014.1404  The Berkeley Healthcare Forum, a group that includes 

the CEOs of six of California’s leading health systems, three health insurers and two large 

physician organizations, along with the California Secretary of Health and Human Services, the 

U.S. Department of Health and Human Services Region IX Director and California insurance 

regulators, analyzed California-specific data from a number of sources and projects that 

employer-provided healthcare premiums in California will increase an average of 6.6% every 

year through 2022.1405  All of these projections are lower than SCE’s projections. SCE has, in the 

past, dismissed ORA’s use of other escalation rates as not reflecting the supposedly higher 

medical cost trends in California.1406  Therefore, ORA used the California-specific projections of 

the Berkeley Healthcare Forum for ORA’s medical escalation rate.  

In Rebuttal, SCE criticizes ORA use of the Berkeley Forum’s healthcare cost projections 

saying, in part that “ORA has, in fact, acknowledged that the Berkeley study simply makes an 

assumption that the 1.6 historic rate will change downward to 1.3”1407  and cites to an ORA data 

request response.  What the questions and responses actually say are the following: 

Q.3:  Please confirm that the Berkeley memo, on page 9 states that 
it’s “scenario assumes that premiums will grow at 1.3 times the 
annual rate of projected healthcare expenditures per capita.”  

A.3:  Page 9 states that the “baseline” scenario assumes that 
premiums will grow at 1.3 times the annual rate of projected 

                                              
1403 IHS Global Insight, “Cost Planner,” Third Quarter 2013, p. 149. 
1404 Ex. ORA-17, p. 10, citing 19th Annual Employer Survey on Purchasing Value in Health Care, executive 
summary, p. 2. 
1405 http://berkeleyhealthcareforum.berkeley.edu/report/  Appendix III, p. 9. 
1406 Ex. ORA-17, p. 10, citing A.10-11-015, Reply Brief of Southern California Edison, p. 137. 
1407 Ex. SCE-22, p. 52, emphasis added. 
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healthcare expenditures per capita.  There is no discussion of what 
further adjustments might have been made to the “baseline.” 

Q. 4.  Please confirm that the Berkeley memo, on page 9, in 
footnote 15 states that “Between 1999 and 2009, [premiums] grew 
at an average annual rate that was 1.6 times that of healthcare 
expenditures per capital.” 

A:  That is correct, but footnote 15 continues:  ‘[T]here are a few 
reasons to expect that ESI premium growth rates relative to per 
capita healthcare expenditure growth rates may temper…. [W]e 
believe that while premium growth rates will continue to outpace 
the growth of healthcare expenditures per capita, the difference 
will not be as dramatic as it has been in recent history.1408 

 

In any event, as also noted in that data request response: 

ORA used a projection which was based on historic trends and 
multiple forecasts, and which was adjusted for both the California 
context and the Affordable Care Act’s coverage expansion.  ORA 
did not use the Forum’s projection for “healthcare expenditures” 
because it includes personal out-of-pocket costs that are unrelated 
to employer-provided medical coverage, such as retail medical 
products and over-the-counter medications.  The Forum’s 
projection for “premiums” is a more accurate projection of what an 
employer in California should expect in a healthcare cost trend.1409 

 

ORA continues to recommend the Commission adopt ORA’s proposed medical 

escalation rates of 6.6% for this GRC period. 

Disability Program 

SCE’s forecast of disability program expense for the Test Year is $14.533 million,1410 

and the corresponding ORA estimate is $11.132 million. SCE’s disability programs provide 

income protection when an employee is too sick or injured to work. The programs include the 

Comprehensive Disability Plan, which provides short-term disability coverage, a long-term 

disability (LTD) plan, and the Return to Work Program, which assists employees in finding other 

jobs if a disability prevents them from performing their usual work.1411 

                                              
1408 Ex. SCE-22, Appendix E, p. E-2. 
1409 Ex. SCE-22, Appendix E, p.E-2, A. 6.. 
1410 Ex. SCE-6, Vol. 2, Pt. 1, Ch. VII, p. 90. 
1411 Ex. SCE-6, Vol. 2, Pt. 1, Ch. VII, pp. 91-94. 
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SCE’s testimony claims that its forecast is based on historical expense, escalated by 

SCE’s labor escalation rate.1412  SCE’s workpapers show two separate escalation rates for the 

period 2013-2015.1413  ORA asked for documentation for both of these escalation rates, as they 

are not included in Chapter VII workpapers. SCE replied that an error was found, but did not 

identify this error for ORA.1414  Because there is no justification for or substantiation of these 

“additional benefit escalation factors,” ORA removed the additional escalation rate from its 

forecast. Using ORA’s methodology described above and in ORA’s testimony,1415 this 

adjustment results in a per-person Disability Programs cost of $865 which was then multiplied 

by ORA’s estimated employee count. This results in an ORA TY estimate of $11.132 million.1416 

Also, as the disability programs forecast is based on labor escalation rates, if the 

Commission adopts a labor escalation rate different from SCE’s proposed rate, then ORA 

recommends that the disability program forecast be adjusted to reflect it. 1417 

Executive Benefits 

SCE’s forecast of executive benefits expense for the Test Year is $17.266 million,1418 and 

the corresponding ORA estimate is zero. SCE offers supplemental and restorative benefits to its 

executives and senior officers; these supplemental and restorative benefits include the Executive 

Retirement Plan, which includes survivor, disability, and severance benefits,1419 and other 

benefits that SCE did not include in its rate request due to their negligible cost to SCE.1420  ORA 

opposes the inclusion of any supplemental or restorative executive benefits in revenue 

requirements. SCE is entitled to provide any benefits it wishes to executives, but ratepayers 

should not be required to bear the costs of exclusive executive benefits that exceed either what is 

authorized under the qualified plan (i.e. a plan that is eligible to receive certain tax benefits, 

                                              
1412 Ex. SCE-6, Vol. 2, Pt. 1, Ch. VII, p. 96. 
1413 Ex. SCE-6, Vol. 2, Pt. 1, Ch. VII, workpapers Book B p. 31, “benefit escalation factors” and “additional benefit 
escalation factors” each show a change on line 4 for disability programs.   
1414 Ex. ORA-17, pp. 11-12 citing SCE response to DRA-225-STA, Q.11. 
1415 Ex. ORA-17, p. 8. 
1416 Ex. ORA-17, p. 12. 
1417 Ex. ORA-17, pp. 11-12.  
1418 Ex. SCE-6, Vol. 2, Pt. 1, Ch. VII, p. 104. 
1419 Ex. SCE-6, Vol. 2, Pt. 1, Ch. VII, workpapers Book C, p. 365. 
1420 Ex. SCE-6, Vol. 2, Pt. 1, Ch. VII, p. 104. 
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which is a benchmark for many ratemaking decisions) under section 401(a) of the IRS Code, or 

what is offered as part of SCE’s normal employee coverage. ORA recommends an adjustment of 

$17.266 million.  

SCE says that its Executive Retirement Plan “restore[s] benefits that executives cannot 

receive in the qualified SCE Retirement Plan due to limits the Internal Revenue Code has 

imposed.”1421  Unlike the qualified Retirement Plan, the Executive Retirement Plan calculates 

benefits based on salary and bonuses.1422   

In its decision in SCE’s TY 2009 and 2012 GRCs, this Commission limited ratepayer 

funding of Executive Benefits to 50%.1423 1424  In its decision in the PG&E TY 2014 GRC, which 

had not yet become final when ORA submitted its testimony, this Commission again split the 

Supplemental Executive Retirement Benefit costs 50/50, citing the long line of California 

Commission decisions which have done so.1425   

SCE has not explained what has changed since its last rate case that justifies the 

Commission increasing ratepayer funding to this select group of executives. On the contrary, 

zero ratepayer funding is the only reasonable approach under the circumstances.   

Ratepayers already provide the pension plan contributions required under pension law, 

and there is no reason that ratepayers need to provide even more funding to further supplement 

the retirement of a small number of high level SCE employees. The Executive Retirement Plan is 

a way to enhance and increase retirement benefits for executives over and above what a rank and 

file employee is entitled to receive.  SCE’s executives are highly compensated through current 

rates by customers. If SCE wants to provide supplemental benefits to a small number of highly 

compensated officers, then these costs should be borne by shareholders. 

Regulatory commissions in many other states have examined the issue of supplemental 

executive retirement benefits, and have declined to include such expenses in revenue 

                                              
1421 Ex. SCE-6, Vol. 2, Pt. 1, Ch. VII, p. 104. 
1422 Ex. SCE-6, Vol. 2, Pt. 1, Ch. VII, p. 104. 
1423 D.09-03-025, mimeo, p. 146.  “[B]ecause these executive benefits are largely tied to the amount of 
compensation awarded the executive, we find including 50% of this forecast in rates reasonable after reducing the 
total amount by one officer.”  
1424 D.12-11-051, p. 477, “[W]e find that these benefits are linked to the amount of total compensation awarded to 
an executive, including performance incentives closely linked to share price of the parent company. Thus, not all of 
these costs are eligible for rate recovery.”  
1425 D.14-08-032, pp. 532 – 535. 
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requirements. The reasoning used by these other states for rejecting utility requests for ratepayer 

funding are equally applicable in California. In 2009, the Connecticut Department of Utility 

Control (DPUC) held that, “ratepayers should not have to fund excessive benefits that are over 

and above the IRS code, particularly in these difficult economic times.”1426  More recently, in 

2011 in Connecticut, supplemental executive benefits were disallowed in a rate case involving 

Yankee Gas Services Company, with the DPUC stating that it is not convinced that supplemental 

benefits are necessary to hire or retain executives.1427  

In 2007, the Corporation Commission of Oklahoma adopted a recommendation that 

ratepayers pay for executive benefits included in the company’s regular pension plan, which SCE 

ratepayers already do, and that shareholders pay for the additional executive benefits included in 

the supplemental executive retirement plan.1428  In 2010, the Washington Utilities and 

Transportation Commission in a Puget Sound Energy rate case, recommended removal of 

supplemental retirement costs for executives who “already are highly compensated and entitled 

to the same levels of qualified retirement plan benefits as other employees, within the limits of 

what the IRS allows.”1429  

The District of Columbia Public Service Commission has removed ratepayer funding for 

supplemental executive retirement benefits since 1995.1430 The Arizona Corporations 

Commission also has a history1431 of denying ratepayer funding for supplemental executive 

retirement benefits since 2006, stating:  

The issue is not whether [a Company] may provide compensation 
to select executives in excess of the retirement limits allowed by 
the IRS, but whether ratepayers should be saddled with costs of 
executive benefits that exceed the treatment allowed for all other 
employees. If the Company chooses to do so, shareholders rather 

                                              
1426 Application of Connecticut Natural Gas Corporation (2009) Docket No. 08-12-06; 2009 Conn. PUC LEXIS 
117*130. 
1427 Re: Yankee Gas Services Company, (Conn. DPUC June 29, 2011) p. 65. 
1428 Application of Public Service Company of Oklahoma, Order No. 545168, p. 145. 
1429 Washington Utilities and Transportation v Puget Sound Energy, Inc. (2010), Dockets UE-090704 and 
UG-090705 (consolidated), Order 11; 2010 Wash. UTC LEXIS 279*64. 
1430 District of Columbia Public Services Commission, Formal Case No. 939. 
1431 Arizona Corporation Commission Decision Nos. 68487, 69663, 70011, 70360, and 70665. 
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than ratepayers should be responsible for the retirement benefits 
afforded only to those executives.1432 

 

When Peter Darbee, former President and CEO of PG&E, announced his retirement in 

2011 and claimed a retirement package totaling nearly $35 million, including $9.6 million in 

pension benefits, PG&E’s board of directors voted for Mr. Darbee’s retirement package to be 

funded fully by shareholders.1433 These other state public utility commissions and PG&E’s board 

of directors recognize that forcing ratepayers to fund excessive retirement payouts is 

inappropriate, and this Commission should also recognize that conclusion. This policy should 

apply across the board to all highly compensated employees in addition to the highest 

compensated employee.  

SCE has not justified charging ratepayers for the costs of providing its already highly 

compensated executives with exclusive and excessive supplemental pension benefits. There is 

clearly-established precedent for disallowing exclusive and excessive supplemental pension 

benefits. This Commission should specifically exclude these expenses from rates. 

The Executive Retirement Plan also provides payments to executives, or their designated 

beneficiaries, in the event of death, disability, or termination of employment without fault.1434 

Unlike the life insurance and disability programs offered to rank and file employees, these 

programs provide a full salary benefit, for a longer period of time, and at no additional cost to the 

executive.   

As part of SCE’s Group Life insurance plan, which is included in rate recovery, 

employees are covered by company-paid life insurance which provides a benefit equal to their 

annual base salary, up to $50,000; employees can also purchase additional coverage, up to eight 

times their annual base salary, at their own cost.1435  

Ratepayers already contribute a reasonable amount to provide income security to the 

survivors of deceased employees and retirees, and there is no reason that ratepayers should be 

required to provide even more funding to further supplement benefits to a small number of high-

                                              
1432 Arizona Corporation Commission Decision No. 70011 
1433 http://www.pgecurrents.com/2011/04/25/pge-shareholders-to-pay-pension-benefits-for-retiring-
chairman-and-ceo/ 
1434 Ex. SCE-6, Vol. 2, Pt. 1, Ch. VII, workpapers Book C, p. 365. 
1435 Ex. SCE-6, Vol. 2, Pt. 1, Ch. VII, p. 68. 
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level SCE employees. It is inappropriate to burden ratepayers by requiring them to provide 

duplicative funding for the executive supplemental program. SCE provides no justification for 

ratepayer funding of these supplemental programs. If SCE wants to provide this benefit to its 

executives, it should do so at shareholders’ expense. ORA recommends no ratepayer funding for 

any costs related to this program. 

In Rebuttal, SCE repeats its arguments about how “ORA appears to improperly rely upon 

the TCS results for a single category of SCE employees which is contrary to the TCS 

purpose.”1436  SCE’s characterization as “improper” of any reference to the TCS which is not 

used to justify more ratepayer funding is not supported by any Commission authority ORA is 

aware of.   

In Rebuttal SCE also repeats its arguments that it made in the last GRC about how “the 

Executive Benefits Program remains a key component of the total compensation package that 

SCE needs to attract and retain high performing executives.”1437  In the last GRC, SCE’s 

argument that ratepayers should fund 100% of the Executive Benefits Program was because “… 

these supplemental benefits are a key part of the total compensation package which is at 

market.1438”  In the last SCE GRC, the Commission allowed ratepayer funding of 50% of those 

benefits, finding that “… SCE did not establish it is an essential benefit to recruit executives.”1439 

SCE still has not done so.  In fact, the only apparent distinction between SCE’s showing 

in the last GRC and in this one is that SCE’s Executive Job Category, instead of being 9.8% 

below market, 1440 is now 9.5% above market.1441  This changed circumstance is all the more 

reason the Commission should reject any ratepayer funding of the Supplemental Executive 

Retirement Plan. 

Finally, in Rebuttal, SCE says that “recent out- of -state Commission decisions support 

SCE’s recovery of Executive Benefits Program costs.”1442  One of the cases SCE cites is a 2006 

                                              
1436 Ex. SCE-22, p. 61. 
1437 Ex. SCE-22, p. 63. 
1438 D.12-11-051, p. 476. 
1439 D.12-11-051, p. 476.   
1440 Ex. SCE-22, p. 6.  
1441 Ex. SCE-6, vo. 2, Pt. 2, Total Compensation Study, p. 4. 
1442 Ex. SCE-22, p. 62. 
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Nevada case denying Supplemental Executive Retirement Benefits.  Since SCE cites this case 

only to argue that it does not apply, it is not clear why SCE considers the case to “…support 

SCE’s recovery of Executive Benefits Program costs.” 

The other case SCE cites is a 2011 decision from Illinois.  By ORA’s reading of this, the 

totality of that Commission‘s analysis is: 

ComEd requests approval to include $ 65,536,000 in actuarially-
determined 2010 pension costs in its revenue requirement. (ComEd 
Ex. 6.1, Sched. C-2.2, line 3, column (F)). The AG/CUB propose 
determining the actual 2009 amount using an average of 2006-
2008 costs and rejecting the pro forma adjustment based on the 
actuarial report issued in March 2010. (AG/CUB Ex. 3.0 Corr. at 
32). The AG/CUB's adjustments reduce ComEd's pension expense 
by $ 37.4 million. (ComEd Ex. 29.0 at 34). 
 
The Commission approves ComEd's actuarially determined 
amount relating [*253] to its 2010 pension cost in its entirety and 
rejects the adjustments proposed by the AG/CUB. The record 
shows that ComEd relied on actuarial reports in Docket Nos. 07-
0566 and 05-0597 that were comparable to the March 2010 report, 
and were accepted as providing known and measureable 
verification of ComEd's pension and post-retirement benefit costs. 
No evidence has been presented that the Towers Watson report 
contained any errors.1443 

 

Earlier, in its discussion, however, is the following: 

ComEd explains that the evidence also shows that AG/CUB 
witness Smith's recommendation of a separate reduction of $ 2.424 
million to remove the costs of ComEd's Supplemental [*249] 
Executive Retirement Plan ("SERP") should also be rejected. 
(AG/CUB Ex. 3.0 Corr. at 35).  Mr. Smith did not deny that 
ComEd actually incurred this cost, but nonetheless deemed the 
expense to be one that is unreasonable, and stated that if ComEd 
wants to provide these benefits it should do so at the expense of its 
shareholders. (Id. at 34-35). ComEd avers that nowhere in his 
testimony did Mr. Smith assert that ComEd's SERP costs result in 
the beneficiaries of this program receiving benefits above or out of 
proportion to benefits received by similarly situated executives at 
other comparable companies.  

 

                                              
1443 In the matter of the Commonwealth Edison Company (2011) 2011 Ill. PUC LEXIS 268*252, emphasis added. 
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While the issue of whether benefits received by Commonwealth Edison  Executives were 

out of proportion to benefits received by similarly situated executives may not have been a 

consideration in the Illinois case, it certainly is in this one.  According to the Total Compensation 

Study in this GRC, SCE’s Executive Job Category gets benefits that are 114.3% above “market.”  

At 114.3% above market, SCE’s Executive benefits are completely out of proportion to the 

comparator companies. 

Another argument apparently raised in the Commonwealth Edison case is summarized as 

follows: 

ComEd asserts in its reply brief that, contrary to the AG/CUB's 
position, IRS regulations do not purport to set a "just and 
reasonable" rate or have anything to do with such a rate. (ComEd 
Reply Brief at 81). ComEd notes that the ICC previously has 
rejected a claim to disallow supplemental pension plan expense 
when total compensation was not shown to be excessive. (Id. at 
81).1444 

If ever there was a situation of utility Executives whose total compensation is excessive, 

it is this Edison GRC.  These changed circumstances from the last SCE GRC warrant adopting 

ORA’s recommendation of zero ratepayer funding for Supplemental Executive Retirement 

Benefits. 

10. SAFETY, SECURITY & COMPLIANCE 

SCE’s Safety, Security and Compliance Operating Unit encompasses the Ethics and 

Compliance Department, the Corporate Environmental, Health and Safety Department, the 

Corporate Security Department, and the Business Resiliency Department.  The Operations and 

Maintenance (O&M) expenses for these departments are recorded in Federal Energy Regulatory 

Commission (FERC) Accounts 920, 921, 923, and 925.1445 

In its Application, SCE requested a total of approximately $74.877 million1446 in O&M 

expenses for TY 2015, an increase of $41.432 million or 123.88% over the 2012 recorded 

adjusted expenses of $33.445 million. The corresponding ORA forecast is $67.373 million.1447 

                                              
1444 In the Matter of the Commonwealth Edison Company(2011) 2011 Ill. PUC LEXIS 268*249-250, emphasis 
added. 
1445 Ex. ORA-18, p. 1. 
1446 Ex. ORA-18, p. 5. 
1447 ORA-18, p. 5. 
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In its Application, SCE also requested funding for eight capital projects totaling $142.823 

million for 2013-2015.  The corresponding ORA forecast is $89.128 million.1448   

10.1. Ethics and Compliance 

SCE’s Ethics and Compliance Department is requesting a total of $8.120 million in TY 

2015 expenses.  SCE’s forecast is based in its 2012 recorded adjusted expenses.  ORA’s 2015 

forecast for this area is $7.308 million, which is based upon ORA’s recommendation that SCE’s 

shareholders pay 10% of the costs associated with the Ethics and Compliance Department.1449 

The Ethics and Compliance Department is also requesting funding for two capital projects: (1) 

The enterprise Compliance Management System and (2) the electronic Documents and Records 

Management System.  ORA’s recommendations regarding these projects can be found in Exhibit 

ORA-14, and in Section 8 of this Brief.  

 SCE’s Ethics and Compliance Department’s forecast of  $4.449 million and $3.671 

million for labor and non-labor costs respectively for TY 2015 were based on SCE’s last 

recorded year (2012).1450   

 FERC Accounts 920/921 

 During the recorded period, the Ethics and Compliance Labor Costs (Account 920) 

increased $1.815 million from $2.634 million in 2008 to $4.449 million in 2012.   This 

represents a 68.9% increase over the 5-year recorded period.  SCE claims this increase is 

attributable to the maturation of the Ethics and Compliance Department, which was formed in 

2005.1451 

 SCE has based its forecast for FERC Account 920 on its adjusted recorded expenses from 

2012.  ORA recommends a forecast that is $445,000, or 10% less than SCE’s forecast.  ORA’s 

recommendation for SCE’s Ethics and Compliance Department is that ratepayers cover a 90% 

share of SCE’s E&C costs while SCE’s shareholders shoulder the remaining 10%. For FERC 

Account 920 this means that ratepayers would be responsible for $4.004 million, while 

shareholders are responsible for $445,000 for TY 2015.   

                                              
1448 Ex. ORA-18, p. 6. 
1449 Ex. ORA-18, p. 7. 
1450 Ex. ORA-18, p. 8. 
1451 See Ex. SCE-7, Vol. 2, p. 1. 
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 ORA recommends SCE’s shareholders be responsible for a portion of the Ethics and 

Compliance expenses.  Many of the functions that are performed within the Ethics and 

Compliance Department protect and benefit SCE’s shareholders. SCE’s compliance programs 

exist in order to prevent, detect, and respond to violations of laws, regulations, and company 

policies.1452  These programs protect SCE’s shareholders from lawsuits and fines which result 

from compliance failures.  Given the benefits that shareholder’s receive from the Ethics and 

Compliance Department, they should be responsible for at least a portion of the costs associated 

with running it.1453 

Ethics and Compliance Expenses have been steadily increasing since 2008. Based on 

ORA’s discovery, the recorded expenditures are not being spent effectively, and there is some 

inaccuracy in SCE’s testimony in this area.  SCE claims that some of the ever increasing Ethics 

and Compliance costs are attributable to increased staff in the Drawings Management 

Organizational Unit which was necessary to handle an increase in drawings and document 

management.1454  However, there were two fewer employees in the records management division 

in 2012 than in 2009.1455  

 ORA questioned the efficacy of the Ethics and Compliance Department in the 2012 

GRC1456 and continues to do so.  For example, the number of discrimination and sexual 

harassment complaints in 2013 increased by 20% over the previous year,1457 in spite of the 

additional positions authorized for this department in SCE’s 2012 GRC.1458  Having SCE’ s 

shareholders bear some of the responsibility for costs associated with SCE’s Ethics and 

Compliance Department should provide an incentive for SCE to run this Department more 

effectively.  Additionally, SCE should be required to conduct an external assessment to address 

how this department can be improved; the results of which should be made available to the 

Commission and ORA. 

                                              
1452 See Ex. SCE-7, Vol. 2, p. 2. 
1453 Ex. ORA-18, p. 9. 
1454 See Ex. SCE-7, Vol. 2, p. 19. 
1455 Ex. ORA-18, p. 10, citing SCE responses to DRA-285-KMC, Q.1.a and DRA-149-KMC, Q.6.a. 
1456 D.12-11-051, p. 502. 
1457 Ex. ORA-18, p. 10, citing SCE response to DRA-181-KMC, Q.3.a. 
1458 D.12-11-051, p. 502. 
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 For FERC Account 921, ORA recommends a forecast that is $49,000, or 10% less than 

SCE’s forecast.  ORA’s recommendation is that ratepayers cover a 90% share of SCE’s forecast 

E&C costs while SCE’s shareholders shoulder the remaining 10%. For FERC Account 921 this 

means that ratepayers would be responsible for $444,000 while shareholders are responsible for 

$49,000 for TY 2015.  Again, ORA recommends that given the benefits that shareholder’s 

receive from the Ethics and Compliance Department, they should be responsible for at least a 

portion of the costs associated with running it. 

FERC Account 923 

During the recorded period the Ethics and Compliance Department’s Outside Services 

costs increased by $2.739 million from $0.439 million in 2008 to $3.178 million in TY 2015.  

This represents a 623.9% increase over the 5-year recorded period.  According to SCE, the 

majority of this increase is the result of the consolidation of investigations activity from SCE’s 

Human Resources Diversity and Inclusion organizational unit to the SCE Ethics and Compliance 

Helpline and Investigations organizational unit.1459 

SCE based its forecast for FERC Account 923 on its adjusted recorded expenses from 

2012.  ORA recommends a forecast that is $318,000, or 10% less than SCE’s forecast.  As noted 

above, ORA’s recommendation for SCE’s Ethics and Compliance Department is that ratepayers 

cover a 90% share of the SCE’s E&C costs while SCE’s shareholders shoulder the remaining 

10%. For FERC Account 920 this means that ratepayers would be responsible for $2.860 million 

while shareholders are responsible for $318,000 for TY 2015.1460   

In Rebuttal, in support of its request for 100% ratepayer funding of the Ethics and 

Compliance Department, SCE says that “SCE’s testimony demonstrates that Ethics & 

Compliance programs are required by the Sarbanes Oxley Act of 2002, and the Federal 

Sentencing Guidelines.”1461  SCE made a similar argument in its last GRC to justify 100% 

ratepayer funding of its Ethics and Compliance Department.  

In its decision in the last GRC, the Commission found that, “[c]ompliance efforts related 

to health and safety and employment compliance are clearly linked to safe and reliable utility 

                                              
1459 See Ex. SCE-7, Vol. 2, p. 19. 
1460 Ex. ORA-18, p. 11. 
1461 Ex. SCE-23, p. 3. 
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operations, although [Sarbanes Oxley] compliance inures more to shareholders.”1462 There has 

been no significant change in the Sarbanes Oxley Act since D.12-11-051 was issued.  Therefore, 

the finding that compliance inures more to the benefit of shareholders should be taken into 

account to apportion some of the costs of that compliance to shareholders. 

Similarly, the Federal Sentencing Guidelines are of far greater benefit to shareholders 

than they are to ratepayers.  The Federal Sentencing Guidelines cited by SCE apply when a 

convicted defendant is an organization.  The guidelines provide incentives to organizations to 

reduce and ultimately eliminate criminal conduct by providing “a structured foundation from 

which an organization may self-police its own conduct through an effective compliance and 

ethics program.”1463  One incentive to the organization to have an effective compliance and 

ethics program is to lower the fine at the time of sentencing.1464   Conversely, failure to adhere to 

the sentencing guidelines could affect the net income available to shareholder dividends.1465  

Adherence to the sentencing guidelines could also lessen the incidence of formal complaints and 

lawsuits being filed against SCE by its own shareholders, which would discourage other 

investors.1466 

In Rebuttal, SCE notes ORA’s testimony that “…the performance of [the Ethics and 

Compliance Department] is still below expectation,” and ORA’s reference to a confidential 

report SCE provided ORA in discovery.  SCE criticizes ORA failure to mention that the “subject 

report was published in 2011, long before SCE’s 2012 GRC decision and the improvements that 

SCE made in light of the Commission’s guidance.”1467 

The “subject report” was National Business Ethics survey done to measure 

encouragement of ethical behavior.  The results of this survey were the identification of 13 areas 

of “Needs Improvement” at SCE and only 5 strengths.1468   

                                              
1462 D.12-11-051, p. 503. 
1463 10 RT 1023, Shotwell/SCE. 
1464 10 RT 1024, Shotwell/SCE. 
1465 Ex. ORA-45, Q/A. 3b. 
1466 Ex. ORA-45. 
1467 Ex. SCE-23, pp. 4-5. 
1468 Ex. ORA-44-C. 
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As to SCE’s criticism of ORA referring to a 2011 report, ORA did ask for “any other 

internal reviews conducted by SCE and/ or EIX since 2009 to “assess the ethical, cultural, key 

strengths, and potential risks” and was told that there were none.1469  ORA also asked for any 

reviews conducted since 2009 by persons or entities outside SCE and or EIX to assess SCE’s or 

EIX’s ethical culture.1470  In response to that question, Edison identified a document that it 

claimed was protected by the attorney client privilege and did not provide it to ORA.1471   

As noted elsewhere, while SCE is certainly entitled to claim the attorney client privilege 

and refuse to turn over documents, it cannot at the same time claim that its Ethics and 

Compliance department is effective when the only objective information on the subject shows 

that it is not. 

ORA continues to recommend that the Commission apportion the costs of the Ethics and 

Compliance between shareholders and ratepayers so that ratepayers pay no more than 90% of the 

costs.  ORA also continues to recommend that the Commission order the company fund at its 

own expense an external assessment to address how this department can be improved and to 

make the results of that assessment available to the Commission and ORA.1472  

10.2. Corporate Environmental, Health and Safety 

In its Application, SCE’s Corporate Environmental, Health and Safety (CEHS) 

organization requested a total of $10.507 million1473 in TY 2015 expenses.  The CEHS 

department includes accounts for Environmental Services, Transmission Environmental 

Services, Distribution Environmental Services, and Health and Safety.  ORA’s TY 2015 forecast 

for this area is $14.682 million. This increase reflects ORA’s recommendation that SCE’s 

SONGS Marine Mitigation costs be expensed instead of capitalized.1474 

 The CEHS department also requested funding for two capital projects as part of their 

marine mitigation requirement associated with SONGS: (1) Reef Construction and (2) Wetlands 

                                              
1469 10 RT 1029, Shotwell/SCE; Ex. ORA-46. 
1470 Ex. ORA-45. 
1471 10 RT 1030, Shotwell/SCE. 
1472 Ex. ORA-18, p. 10. 
1473  Ex. ORA-18, p. 12. 
1474 Ex. ORA-18, p. 12. 



306 

Restoration.  SCE forecasts capital expenses of $27.841 million for the period of 2013 through 

2015 for these marine mitigation projects.   

ORA recommends that these projects be expensed instead of capitalized given that they 

are mitigation projects associated SONGS, a plant that is no longer used or useful.1475  Because 

ORA recommends expensing these projects, it also recommends that no money be allowed for 

CEHS capital expenditures in this proceeding. 

SCE’s CEHS Department is forecasting $7,101 million and $3,406 million for labor and 

non-labor costs respectively for TY 2015.1476   

FERC Accounts 920/921 

The labor expenses recorded to SCE’s Environmental Services FERC Account 920 have 

fluctuated between 2008 and 2012.  At their lowest point in 2012 these labor expenses were 

$2.861 million and at their highest point in 2010 they were $3.836 million. SCE has forecast 

$3.316 million for its labor expense in TY 2015, based on a 5-year average of its recorded 

adjusted expenses for this account.  This represents an increase of $4.55 million from SCE’s 

2012 recorded expenses.1477   

 ORA has reviewed SCE’s forecast for Environmental Services FERC Accounts 920 and  

921 and does not oppose SCE’s use of a 5-year average of recorded adjusted expenses as SCE’s 

TY 2015 forecast; however, ORA does recommend an additional incremental O&M expense for 

SONGS Marine Mitigation costs.   

 SCE made the decision to permanently retired SONGS Units 2 & 3 on June 7, 2013 after 

determining it was no longer prudent to pursue the restart of SONGS due to the errors in the 

design and manufacturing of the replacement steam generators in both units.1478  The 

Commission opened the SONGS OII to address issues related to the SONGS shutdown and SCE, 

ORA, and several other parties have put forth a settlement agreement in that proceeding.1479  In 

                                              
1475 Joint Scoping Memo and Ruling of Assigned Commissioner and Assigned Administrative Law Judge in 
Application 13-11-003, March 27, 2014, pp. 4-6. 
1476 Ex. ORA-18, p. 13. 
1477 Ex. ORA-18-A, p. 14, Table 18-11. 
1478 SONGS OII Settlement Agreement Between Southern California Edison Company, San Diego Gas and Electric 
Company, The Office of Ratepayer advocates, and The Utility Reform Network, March 27, 2014 (Settlement 
Agreement), p. 9.   
1479 Settlement Agreement, p. 1. 
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this settlement, SCE absorbs some of the costs associated with SONGS.  SCE agreed to not 

recover the remainder of the SONGS Replacement Steam Generators as of February 1, 2012.1480  

SCE also agreed to amortize Base Plant in rates as a regulatory asset ratably over 10 years at a 

reduced rate of return.1481  In this case, ORA recommends that SCE shareholders absorb some of 

the SONGS Marine Mitigation costs and take responsibility for 50% of SCE’s share of current 

and future costs associated with SONGS Marine Mitigation.   

 ORA further recommends that SCE’s SONGS Marine Mitigation costs should be 

expensed instead of capitalized, as SCE has proposed in its application.1482  SCE cites D.96-04-

059 as giving it the authority to continue to capitalize O&M costs related to SONGS Marine 

Mitigation projects.1483 Circumstances have greatly changed since this decision was issued.  

Given that SONGS has been permanently shut down, ORA recommends that SCE not be 

allowed to earn a return on mitigation projects associated with that plant, which is no longer used 

or useful. Therefore, ORA recommends that all of these costs be expensed. Consistent with this 

recommendation, ORA forecasts no capital-related Marine Mitigation expenditures for 2013, 

2014, and 2015 in contrast to SCE’s request. 

 For the above reasons, ORA recommends the following incremental expenses for 

Corporate Environmental Health and Safety FERC Accounts 920/921.  ORA recommends a 

forecast of $3.512 million for FERC Account 920.  This forecast is $196,000 more than SCE’s 

forecast and reflects the labor costs associated with SCE’s two remaining marine mitigation 

projects: Reef Construction and Wetlands Restoration. 

 ORA recommends this same treatment for the non-labor costs associated with SONGS 

marine mitigation. These costs should be expensed and recorded in FERC Account 921.  ORA’s 

forecast for this account is $6.948 million. This forecast is $5.431 million more than SCE has 

forecast for this same account and reflects the non-labor costs associated with SCE’s two 

remaining marine mitigation projects.  It also represents a $7.233 million, or 50% decrease to 

SCE’s 2015 Reef Construction cost estimate.   

                                              
1480 Settlement Agreement, p. 12. 
1481 Settlement Agreement, p. 13. 
1482 See Ex. SCE-7, Vol. 3, p. 25. 
1483 Ex. ORA-18, p. 14 citing SCE response to ORA data request DRA-148-KMC, Q.10. 
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 At this point it is unlikely that SCE will complete most of its reef construction in 2015 as 

is anticipated in the application.  Based on the current schedule in this proceeding, a decision is 

not anticipated until well into 2015.1484  Additionally, the specifics of the expansion that will be 

required by the California Coastal Commission (CCC), are still unclear.1485  Once the CCC has 

made a decision, SCE still has to complete its pre-engineering surveys, design the reef, and 

construct it,1486 with any delay pushing construction further into 2016.1487 

FERC Account 923 

The Consulting Services expenses recorded to SCE’s CEHS FERC Account 923 have 

fluctuated between 2008 and 2012.  At their lowest point in 2008 these non-labor expenses were 

$0.324 million and at their highest point in 2010 they were $722,000. SCE has forecast $475,000 

for its labor expense in TY 2015, based on a 5-year average of its recorded adjusted expenses for 

this account.  This represents an increase of $144,000 from SCE’s 2012 recorded expenses, a 

30.6% increase.1488 

 ORA has reviewed SCE’s forecast for its CEHS Department’s Outside Consulting 

Services Expenses recorded in FERC Account 923 and recommends that the TY 2015 forecast 

be based on the 2012 recorded adjusted expenses of $331,000.  Over the past three years, 

spending in this account has significantly declined1489 and a 5-year average presents an inflated 

forecast given that SCE is not aware of any specific projects that will require outside consulting 

services during this rate case cycle.1490  SCE’s forecast should be adjusted downward by 

$144,000 to $331,000.1491 

FERC Account 925 

During the recorded period the CEHS Department’s Health and Safety labor expenses 

increased by $765,000 from $3.020 million in 2008 to $3.785 million in 2012.  This represents a 

                                              
1484 E-mail Ruling Adopting Revised Proceeding Schedule in Application 13-11-003, July 21, 2014. 
1485 See Ex. SCE-7, Vol. 3, p. 29. 
1486 See Ex. SCE-7, Vol. 3, p. 29. 
1487 Ex. ORA-18, pp. 14-16. 
1488 Ex. ORA-198, p. 16. 
1489 See Ex. SCE-7, Vol. 3, p. 24. 
1490 Ex. ORA-18, p. 17 citing SCE’s response to DRA-175-KMC, Q.2a. 
1491 Ex. ORA-168, p. 17. 
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25.3% increase over the 5-year recorded period.  SCE used the 2012 recorded, adjusted expense 

to forecast TY 2015, and SCE’s testimony states that given the stable nature of the work in this 

area, the last recorded year is the appropriate method for forecasting Test Year expenses.1492   

ORA has reviewed SCE’s forecast for its CEHS Department’s Health and Safety Expenses 

recorded in  FERC Account 925 and recommends that the TY 2015 forecast for this account be 

based on a 5-year average of recorded adjusted expenses, or $3.492 million.  Although the 

expenses in this account have been fairly stable in nature, they have experienced some slight 

fluctuation over the 5 years of recorded data and ORA recommends that a 5-year average is the 

most appropriate way to forecast expenses for TY 2015. 

 SCE has chosen to use a three-year average to forecast TY 2015 non-labor Health and 

Safety expenses. SCE justifies the use of this averaging technique in order to spread the 

approximately $1 million of its triennial Safety Culture assessment over the three-year rate case 

cycle.1493  ORA has reviewed SCE Health and Safety non-labor forecast for TY 2015 and does 

not oppose it.1494 

Capital Requests 

SCE has requested funding for two capital projects necessary to mitigate the impact to the 

marine environment surrounding SONGS, which was shut-down in early 2013.  The two 

remaining projects that SCE proposes are the SONGS Reef Construction and the SONGS 

Wetlands Restoration.  According to SCE’s testimony these projects are required to comply with 

a Coastal Development Permit (CPD) issued by the CCC.  The combined cost for these projects 

from 2013-2015 is $27.841 million.1495  As stated previously, ORA recommends that these costs 

be expensed and ORA’s discussion of these costs can be found with its testimony on FERC 

Accounts 920/921 – Corporate Environmental, Health and Safety. 

 ORA recommends that SCE pursue an amendment to its CDP with the CCC.  

Circumstances have changed, and the premature shutdown of SONGS has lessened SONGS’ 

overall marine impact.  SCE is responsible for advocating that the CCC alter the marine 

mitigation projects required by SCE’s CDP for SONGS to reflect this lesser impact.  SCE should 

                                              
1492 See Ex. SCE-7, Vol. 3, p. 22. 
1493 See Ex. SCE-7, Vol. 3, p. 22. 
1494 Ex. ORA-18, p. 18. 
1495 See Ex. SCE-7, Vol. 3, pp. 28-30.  Sum of SCE’s 2013, 2014 and 2015 forecasts. 
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actively pursue this with the CCC, so ratepayers do not have to continue to fund environmental 

mitigation projects resulting from a plant that is no longer used or useful.  The Commission 

should adopt ORA’s 50/50 cost sharing recommendation for Marine Mitigation Projects, in order 

to provide added incentive for SCE to pursue these changes with the CCC.1496   

10.2.1.     Marine Mitigation 

In Rebuttal, SCE says that “the treatment of Marine Mitigation costs as capital is based 

on historical precedent.”1497  Nonetheless, SCE says it is “…open to changing this treatment 

going forward as long as the company is given a reasonable chance to recover its costs.”1498 

It appears from SCE’s Rebuttal, that SCE does not oppose ORA’s proposal that, at least 

going forward, the Marine Mitigation costs be expensed.1499  

10.3. Corporate Security and Business Resiliency 

In its Application, SCE’s Corporate Security and Business Resiliency departments 

requested combined total of $56.250 million in TY 2015 expenses.  This represents a $39.657 

million increase over the 2012 base year, or a 239% increase.  ORA’s TY 2015 forecast for this 

area is $44.368 million.1500 

Corporate Security 

The Corporate Security Department has requested $114.982 million in funding from 

2013-2015 for the following six capital projects:  (1) Workplace Security and Grid Protection 

Improvements, (2) NERC/CIP Version 5 Physical Security Upgrades, (3) Edison Security 

Operations Center (ESOC), (4) New Physical Security Protection Systems, (5) Security System 

Enhancement/Refresh, and (6) A-Substation Security Perimeter Improvements.  ORA’s forecast 

for these capital projects over the same time period is $89.128 million.1501   

                                              
1496 Ex. ORA-18, p. 19. 
1497 Ex. SCE-23, p. 16, heading, lines 3-5. 
1498 Ex. SCE-23, p. 16, heading, lines 3-5. 
1499 Ex. SCE-23, p. 16. 
1500 Ex. ORA-18, p. 19. 
1501 Ex. ORA-18, p. 20. 
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SCE’s Corporate Security Department is requesting a total of $52.250 million in TY 2015 

expenses.  SCE’s TY 2015 forecast represents a $37.480 million, or 254%, increase over the 

2012 recorded adjusted expenses.  ORA’s TY 2015 forecast for this area is $40.619 million.1502   

SCE’s TY 2015 forecast consists of two parts: (1) base forecasts for FERC Accounts 920, 

921, and 923 and (2) incremental expenses that SCE anticipates will be necessary in the Test 

Year. 

FERC Accounts 920/921 

Base Forecast 

SCE has chosen to use its 2012 recorded, adjusted expenses as its base forecast for TY 2015 

Corporate Security labor expenses to be recorded in FERC Account 920.  SCE justifies the use 

of the last-recorded-year forecasting method by stating that, “…costs for the scope of work 

conducted in the 2012 base year are not expected to continue increasing in this manner.”1503  

ORA has reviewed SCE’s forecast for its Corporate Security Department’s labor expenses 

recorded in  FERC Account 920 and does not oppose it. 

During the recorded period the Corporate Security Department’s non-labor costs 

(Account 921) increased by $2.327 million from $7.538 million in 2008 to $9.865 million in 

2012.   This represents a 30.9% increase over the 5-year recorded period.  SCE attributes this 

increase to the department’s increased scope of work and new NERC/CIP compliance 

requirements.1504  ORA has reviewed SCE’s forecast for its Corporate Security Department’s 

non-labor expenses recorded in  FERC Account 921 and does not oppose it.1505 

Incremental Expenses 

In addition to its base forecast, SCE has requested a total of $37.452 million in 

incremental labor and non-labor expenses for its Corporate Security Department to be recorded 

in FERC Accounts 920 and 921.  SCE has divided these incremental expenses into five discrete 

projects: Workplace Security and Grid Reliability Protection Improvements, Edison Security 

                                              
1502 Ex. ORA-18, p. 21. 
1503 See Ex. SCE-7, Vol. 4, p. 21. 
1504 See Ex. SCE-7, Vol. 4, p. 21. 
1505 Ex. ORA-18, p. 23. 
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Operations Center Staffing, Security System Maintenance and Repairs, and NERC/CIP Security 

System Maintenance and Manual Observations.1506  

SCE has requested incremental funding of $36.437 million for Workplace Security and 

Grid Reliability Improvements. As part of this project SCE will increase the total number of 

security guards that it utilizes.  SCE will add security guards to 22 facilities that lack them, and 

enhance the qualifications of guards at an additional 22 facilities, resulting in an incremental 

increase of $15.240 million in labor expenses.  SCE has also requested an incremental funding 

increase of $18.597 million for the armed guards to staff the new metal detection stations and X-

ray scanning equipment, which it has requested funding for in this GRC.1507  Further, SCE has 

requested $2.5 million to maintain the above mentioned metal detection stations and X-ray 

scanning equipment.1508   

 ORA has reviewed SCE’s request for incremental O&M funding for its Workplace 

Security and Grid Reliability Protection Improvements project and recommends a forecast that is 

$11.580 million lower than the SCE forecast for TY 2015.  ORA’s forecast is based on two 

adjustments to SCE’s request: (1) a reduction of $9.810 million because SCE did not provide 

sufficient justification for upgrading its current security force to the extent it has requested and 

(2) a reduction of $1.771 million resulting from a change to the hourly rate to be paid to the 

guards manning the metal detectors.   

 Spending $9.810 million to upgrade SCE’s current security force to enhanced grade 

officers1509 is excessive given that SCE is also upgrading many of its security systems and also 

more than doubling the level of security guards used in 2012.  SCE had Corporate Risk Solutions 

conduct an independent assessment of security at SCE facilities.  One of its main findings was 

the need to increase and reallocate security guards at many facilities, but it did not mention any 

need to transition to more highly trained or armed guards.1510  ORA’s forecast does not include 

the incremental $9.810 million that SCE has forecast for enhanced grade officers.1511 

                                              
1506 Ex. ORA-18, p. 23. 
1507 See Ex. SCE-7, Vol. 4, p. 15. 
1508 See Ex. SCE-7, Vol. 4, p. 15. 
1509 See Ex. SCE-7, Vol. 4, Workpaper, p. 50. 
1510 See Ex. SCE-7, Vol. 4, Workpaper, pp. 39-48. 
1511 Ex. ORA-18, pp. 24-25. 
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 ORA’s second adjustment is a change in the hourly rate used to estimate the cost of the 

metal detector security officers.  SCE does not justify any need to pay the armed guards a higher 

hourly rate to man the metal detectors than the x-ray machine; however, its workpapers indicate 

that they are doing so.1512 Therefore, ORA’s forecast is $1.771 million lower than SCE in order 

to account for paying all armed guards the same hourly rate.1513 

 SCE has requested incremental funding of $215,000 in order to staff its new Security 

Operations Center (ESOC). This incremental funding will support the transition from the current 

Central Alarm Station (CAS) contract supervisors to internal SCE supervisors.1514  ORA has 

reviewed SCE’s request for incremental O&M funding for its Security Operations Center 

Staffing project and does not object to it.1515 

 SCE has requested incremental funding of $450,000 for Security System Maintenance 

and Repairs.  This incremental funding will allow SCE to improve security system maintenance 

(which includes maintenance of security systems at substations, power generating facilities, and 

non-electric facilities), properly maintain existing security systems, improve badging, and 

maintain the additional security equipment being installed in the 2013-2017 period.1516  ORA has 

reviewed SCE’s request for incremental O&M funding for its Security System Maintenance and 

Repairs and does not object to this request.1517 

SCE has requested incremental funding of $350,000 for NERC/CIP Security System 

Maintenance and Manual Observations.  SCE claims this funding is necessary to cover the costs 

of manual observations of the over 100 new NERC-regulated physical security perimeters (PSP) 

during both scheduled and unscheduled outages of its Physical Access Control System (PACS), 

which supports protection, monitoring and access control of the PSPs.1518   

 ORA has reviewed SCE’s request for incremental O&M funding for its NERC/CIP 

Security System Maintenance and Manual Observations and its forecast is $50,000 lower than 

                                              
1512 See Ex. SCE-7, Vol. 4, Workpaper, pp. 52-54. 
1513 Ex. ORA-18, p. 26, footnote 51: In response to ORA data request DRA-295-KMC, Q.6.a, SCE provided its 
billing rate for each type of security guard. These billing rates were different from what SCE used in its workpapers. 
1514 See Ex. SCE-7, Vol. 4, p. 15. 
1515 Ex. ORA-18, p. 26. 
1516 See Ex. SCE-7, Vol. 4, p. 15. 
1517 Ex. ORA-18, p. 27. 
1518 See Ex. SCE-7, Vol. 4, p. 19. 
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SCE’s TY 2015 forecast.  SCE’s NERC/CIP implementation is now roughly a year behind the 

schedule that was anticipated at the time SCE filed its GRC.1519   ORA’s forecast of $300,000 is 

based upon SCE’s incremental forecast for 2014 of $300,000.1520 This forecast is now a more 

accurate forecast of the O&M spending that will occur for this project in TY 2015 due to the 

delay.1521  

FERC Account 923 

SCE has forecast $0.151 million for its labor expense in TY 2015, based on a three-year average 

of its recorded adjusted expenses for this account.  This represents an increase of $0.28 million 

from SCE’s 2012 recorded expenses, an 18.5% increase.  ORA has reviewed SCE’s forecast for 

its Corporate Security Department’s Outside Consulting Services Expenses recorded in  FERC 

Account 923 and does not oppose it.1522 

Capital 

Workplace Security and Grid Reliability Protection Improvements 

SCE has requested $39.313 million over a three-year time period (2013-2015) to fund 

Workplace Security and Grid Protection Improvements. These improvements include the 

purchase of metal detectors, X-ray machines, 2-way radios, and guard kiosks.1523    

ORA has reviewed SCE’s forecast for its Workplace Security and Grid Protection 

Improvements Project and recommends that it be adjusted downward by $1.2 million in 2013.  

This reflects SCE’s actual 2013 spending for this project, which was $0.1524 ORA’s does not 

oppose SCE 2014 and 2015 forecasts, which are $38.113 million and $0, respectively.1525 

NERC/CIP v5 Physical Security 

SCE has requested $35.301 million over a three-year time period (2013-2015) to fund 

physical security improvements in order to meet the NERC/CIP version 5 standards. These 

improvements include the installation of six-walled physical security perimeters, or installation 

                                              
1519 Ex. ORA-18, p. 29 citing SCE response to DRA-226-KMC, Q.2.b.i and Q.2.b.ii. 
1520 See Ex. SCE-7, Vol. 4, p. 22. 
1521 Ex. ORA-18, pp. 27-28. 
1522 Ex. ORA-18, p. 29. 
1523 See Ex. SCE-7, Vol. 4, p. 30. 
1524 Ex. ORA-18, p. 30 citing SCE response to DRA-226-KMC, Q.2.b.i and Q.2.b.ii. 
1525 Ex. ORA-18, p. 30. 
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of a Physical or Electronic Access Control System at each of over 100 cyber systems as required 

by the new NERC/CIP v5 standards.  Additionally, the security at 35 sites covered under the 

previous NERC/CIP standards will be upgraded. 1526 

 ORA has reviewed SCE’s forecast for its NERC/CIP Physical Security Project and 

recommends a forecast of $0 for 2013.  This adjustment reflects SCE’s actual spending on this 

project for 2013, which was $0.1527  For 2014 and 2015, ORA’s forecasts are $10.420 million 

and $10.000 million, respectively.  This new forecast is based upon SCE’s NERC/CIP 

implementation now being roughly a year behind the schedule that was anticipated at the time 

SCE filed its GRC.1528Full implementation of the design/deployment of physical security 

protections for High and Medium Impact BES has been delayed to 2016 instead of 2015.1529 

 The NERC/CIP v5 telecom costs and the cost to upgrade the PSIM to the local 

monitoring stations are addressed in ORA-14 and in Section 8 of this Brief.1530 

Edison Security Operations Center Staffing 

SCE has requested $14.229 million over a three-year time period (2013-2015) to fund its 

Security Operations Center. This project includes equipping the ESOC to which all current 

physical security monitoring for existing facilities and NERC/CIP assets will be migrated using a 

new physical security information management tool (PSIM).  SCE says this tool will allow SCE 

to integrate its physical access control system, video surveillance, intrusion detection, security 

call recording, and the new enterprise visitor management systems.1531   

 ORA has reviewed SCE’s forecast for its Security Operations Center Project and 

recommends a forecast of $6.781 million for 2013, which is  $4.254 million less than SCE’s 

forecast.  This reflects SCE’s actual 2013 expenditures for this project.1532  ORA does not oppose 

SCE’s forecasts for 2014 and 2015.1533 

                                              
1526 See Ex. SCE-7, Vol. 4, p. 35. 
1527 Ex. ORA-18, p. 31, citing SCE response to DRA-226-KMC, Q.2.b.i and Q.2.b.ii. 
1528 Ex. ORA-18, p. 31, citing SCE response to DRA-226-KMC, Q.2.b.i and Q.2.b.ii 
1529 Ex. ORA-18, p. 31, citing SCE response to DRA-226-KMC, Q.2.b.i and Q.2.b.ii. 
1530 Ex. ORA-18, p. 31. 
1531 See Ex. SCE-7, Vol. 4, p. 49. 
1532 Ex. ORA-18, p. 32, citing SCE response to DRA-226-KMC, Q.2.b.i and Q.2.b.ii. 
1533 Ex. ORA-18, p. 32. 
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New Physical Security Protection Systems 

SCE has requested $10.289 million over a three-year time period (2013-2015) to fund its 

New Physical Security Protection Systems. As part of this project SCE will install some 

combination of visitor management kiosks, guard stations, video or closed circuit television 

surveillance, and access control based on the corporate identification badge1534 at 54 SCE 

facilities in the years 2013, 2014 and 2015.1535   

 ORA has reviewed SCE’s forecast for its New Physical Security Protection Systems and 

recommends a forecast of $1.355 million for 2013, $2.776 million for 2014 and $2.839 million 

for 2015.These forecasts are lower that SCE’s forecast by $0.645 million, $1.322 million and 

$1.352 million for years 2013, 2014 and 2015, respectively.  ORA’s 2013 forecast reflects SCE’s 

actual 2013 spending.1536  In 2013, SCE completed all its planned activities for this project but 

spent only about 70% of what it forecast.  ORA reduced SCE’s 2014 and 2015 forecasts to this 

same percentage and puts the results of this calculation forth as our recommendation for the New 

Physical Security Protection Systems capital forecast.1537 

Security System Enhancement Refresh 

SCE has requested $9.101 million over a three-year time period (2013-2015) to fund its 

Security System Enhancement/Refresh. This project will include replacement/refresh of card 

readers, video recording equipment, video cameras, intrusion detection equipment and systems, 

people counting devices, alarm panel upgrades, alarm power supplies, security guard station 

equipment, and other key system components1538 at 40 SCE facilities in the years 2013, 2014 and 

2015.1539  ORA has reviewed SCE’s Security System Enhancement/Refresh and does not oppose 

it.1540 

A-Substation Perimeter Improvements 

                                              
1534 See Ex. SCE-7, Vol. 4, p. 49. 
1535 See Ex. SCE-7, Vol. 4, p. 52. 
1536 Ex. ORA-18, p. 33citing SCE response to DRA-226-KMC, Q.2.b.i and Q.2.b.ii. 
1537 Ex. ORA-18, p. 33. 
1538 See Ex. SCE-7, Vol. 4, p. 55. 
1539 See Ex. SCE-7, Vol. 4, p. 57. 
1540 Ex. ORA-18, p. 33. 
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SCE has requested $6.749 million over a three-year time period (2013-2015) to fund A-

Bank Substation Perimeter Security.  This project will include deployment of video surveillance 

and intrusion detection equipment at substation perimeters, access control at gates and buildings, 

improved intrusion detection at building perimeters and key assets within each substation, and 

integration of alarm monitoring with the new ESOC1541 at nine A-Bank Substations in the years 

2013, 2014 and 2015.1542   

 ORA has reviewed SCE’s forecast for it’s a-Bank Substation Perimeter Security and 

recommends a forecast of $0 for 2013, which is  $2.200 million less than what SCE forecast.  

This adjustment reflects SCE’s actual spending on this project for 2013, which was $0.  The 

reason the SCE 2013 project expenditures were $0 is that SCE has placed this project on hold for 

a year in order to better coordinate with its NERC/CIP security projects, which are also currently 

a year behind what SCE anticipated at the time of filing.1543 ORA does not oppose SCE’s 

forecast of $2.249 million and $2.3 million for 2014 and 2015 respectively.1544 

10.3.2. Business Resiliency O&M Expenses 

SCE’s Business Resiliency Department is requesting a total of $4 million in TY 2015 

expenses.  SCE’s 2015 forecast represents a $2.176 million, or 119% increase over the 2012 

recorded adjusted expenses.  ORA’s 2015 forecast for this area is $3.749 million, which is an 

increase over 2012 recorded adjusted expenses of $1.924 million, or 105%.1545 

SCE’s TY 2015 forecast consists of two parts: (1) base forecasts for FERC Accounts 

920/921 and (2) incremental expenses that SCE anticipates will be necessary in the Test Year.   

Base Forecast 

During the recorded period the Business Resiliency Department’s Labor Costs (920) 

increased by $0.646 million from $0.728 million in 2008 to $1.374 million in 2012.  This 

represents a 113% increase over the 5-year recorded period.  SCE claims this increase is a result 

of efforts to improve SCE-wide business continuity planning.1546   

                                              
1541 See Ex. SCE-7, Vol. 4, p. 62. 
1542 See Ex. SCE-7, Vol. 4, p. 62. 
1543 Ex. ORA-18, p. 34 citing SCE response to DRA-285-KMC, Q.3.a. 
1544 Ex. ORA-18, p. 34. 
1545 Ex. ORA-18, p. 34. 
1546 See Ex. SCE-7, Vol. 4, p. 81. 
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 ORA does not oppose SCE’s forecast for its Business Resiliency Department’s labor 

expenses or non-labor expenses, respectively recorded in FERC Account 920 and 921.  Given 

SCE’s statement that the fluctuations in this account have been driven by costs for outside 

consulting services,1547 ORA recommends that SCE consider recording some or all of these costs 

in FERC Account 923 in its next GRC.1548 

Incremental Expenses 

In addition to its base forecast, SCE has requested a total of $1.792 million in incremental 

labor and non-labor expenses for its Business Resiliency Department to be recorded in FERC 

Accounts 920 and 921.  SCE has divided these incremental expenses into three discrete projects: 

Resiliency Governance, Plans and Programs, and Emergency Response and Recovery 

Operations.   

Resiliency Governance 

SCE has requested incremental funding of $0.463 million in order to implement the new 

leadership necessary to operate Business Resiliency as an independent department with a new 

broader scope of work. As part of this change SCE will add three new management positions to 

the Business Resiliency organization: a Director ($150,000 and $15,000 in expenses), a Strategic 

Planning Manager ($129,000), and a Program/Project Manager ($124,000).  In addition to these 

three positions, SCE has requested $45,000 in professional development costs.1549 

 ORA has reviewed SCE’s request for incremental O&M funding for Business Resiliency 

Governance and recommends a forecast of $210,000.  According to the Business Resiliency 

Organization’s Organizational Chart there are already two existing managers working in this 

department, one that oversees Plans and Programs and one that oversees Emergency Response 

and Recovery Operations.  The addition of two new managers: (1) a Strategic Planning Manager 

and (2) a Program/Project Manager, is top heavy and excessive for a small organization.  If SCE 

desires such new positions they should be funded at the shareholders expense as SCE has shown 

no ratepayer benefit or operational need for new managers.  For these reasons ORA recommends 

                                              
1547 See Ex. SCE-7, Vol. 4, p. 83. 
1548 Ex. ORA-18, p. 36. 
1549 See Ex. SCE-7, Vol. 4, p. 71. 
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that the Commission approve its forecast which is $253,000 lower that SCE’s forecast and 

equivalent to the amount of the salaries for these two managers.1550 

Plans and Programs 

SCE has requested incremental funding of $1.012 million in order to improve and 

standardize its business continuity planning throughout all of SCE’s Operating Units1551 and 

broaden the scope of the Business Resiliency related trainings that SCE currently conducts.1552  

In order to implement this change, SCE is requesting five new positions: two Strategic Planning 

Managers ($129,000/each), a Communications Specialist ($101,000), and two Program/Project 

Managers ($124,000/each).  SCE has requested an additional $0.112 million in funding to obtain 

a Business Resiliency Information Management System (BRIMS) in order to improve the quality 

and accuracy of the emergency and business continuity plans contained within that system.1553   

ORA has reviewed SCE’s request for incremental O&M funding for Business Resiliency 

Program and Planning and does not oppose it.1554 

Emergency Response and Recovery Operations 

SCE has requested incremental funding of $0.319 million in order to increase its 

emergency response and readiness capacity to improve community-wide recovery from 

emergency conditions.1555  In order to implement this change SCE is requesting two additional 

Emergency Managers ($113,000/each).1556  SCE has requested an additional $25,000 for 

Emergency Operations Center supplies, $18,000 for satellite phones, and $50,000 for the 

expendable supplies necessary as a result of the department’s expanded staff and scope of 

work.1557  ORA has reviewed SCE’s request for incremental O&M funding for its Emergency 

Response and Recovery Operations and does not oppose it.1558 

                                              
1550 Ex. ORA-18, p. 38. 
1551 See Ex. SCE-7, Vol. 4, p. 74. 
1552 See Ex. SCE-7, Vol. 4, p. 77. 
1553 See Ex. SCE-7, Vol. 4, p. 76. 
1554 Ex. ORA-18, p. 39. 
1555 See Ex. SCE-7, Vol. 4, p. 79. 
1556 See Ex. SCE-7, Vol. 4, p. 80. 
1557 See Ex. SCE-7, Vol. 4, p. 80. 
1558 Ex. ORA-18, p. 40. 
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In Rebuttal, SCE said that it disagreed with ORA’s proposed reductions to Corporate 

Security O&M and Capital and Business Resilience O&M, but, “in the interests of courtesy, 

cooperation, and judicial economy is willing to accept ORA’s proposals…”1559 

SCE’s 2013 Recorded Unadjusted Expenses 

 For FERC Account 921 – Corporate Security, which is where SCE records non-labor 

expenses for both its Corporate Security and Business Resiliency Departments, SCE 2013 

recorded expenses were $15.097 million.1560  SCE’s actual 2013 expenses are approximately 

$13.370 million lower than the $28.467 million1561 than SCE forecast in its application for this 

same account. 

 It is worth noting that ORA requested 2013 data from SCE that was comparable to what 

SCE presented in its application (recorded, adjusted data). However, SCE only provided ORA 

with unadjusted 2013 expenses which is presented here. 

Capital Projects included in RO Model without Supporting Testimony 

SCE included two capital projects in the RO model related to Safety, Security and 

Compliance totaling $55,000, but failed to provide supporting testimony for either of these 

projects.  ORA recommends that the Commission not authorize either of these projects.1562 

 ORA requested that SCE provide its Commission authorized costs for each account 

discussed in SCE’s direct testimony on Safety, Security and Compliance in Exhibit SCE-7 in 

order for ORA to compare SCE’s actual 2012 recorded adjusted costs to what the Commission 

authorized.1563  SCE instructed ORA to see the RO model associated with the Decision in its 

2012 GRC.1564  However, SCE has made so many adjustments to the accounts discussed within 

Exhibit SCE-7 that it has become next to impossible for ORA to derive the authorized 

                                              
1559 Ex. SCE-23, pp. 25-26. 
1560 Ex. ORA-18, p. 40, citing SCE response to DRA-Verbal-057, Q.1. 
1561 See Ex. SCE-7, Vol. 4, p. 2. 
1562 Ex. ORA-18, p. 41. 
1563 Ex. ORA-18, p. 41 citing SCE response to DRA-150-KMC Revised, Q.1. 
1564 Ex. ORA-18, p. 41 citing SCE response to DRA-150-KMC Revised, Q.1. 
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amounts.1565 Therefore, ORA was unable to compare the Commission authorized costs with 

SCE’s 2012 actuals in any meaningful way.1566 

11. Financial, Legal, and Operational Services (FL&OS)  

SCE records costs associated with Administrative and General (A&G) expenses in 

Federal Energy Regulatory Commission Uniform (FERC) System of Accounts 920 through 

9351567.  For the costs associated with financial services provided to SCE’s operating units, SCE 

states that these SCE departments were responsible for justifying their own TY 2015 A&G 

forecasts.  SCE has grouped these A&G expenses in various exhibits in SCE’s filing. 

The following summarizes ORA’s recommendations in this area:  

 SCE’s Financial Services TY 2015 forecast of $81.576 million1568 
should be reduced by $1.353 million;  

 SCE’s Audit Services TY 2015 forecast of $8.658 million1569 should 
be reduced by $965,000. 

 SONGS liability insurance ($6.564 million) be removed from TY 
2015. 

 SCE’s TY 2015 forecast for In-House Legal expenses of $8.324 
million1570 should be reduced by $98,000 to a forecast of $45.626 
million for TY 2015;  

 SCE’s TY 2015 forecast for Outside Services expenses of $14.575 
million1571 should be reduced to $12.973 million to reflect the removal 
of amounts for discretionary bonuses and  legal costs1572; 

 SCE’s TY 2015 forecast for Corporate Governance expenses of $3.210 
million1573 should be reduced by $998,095 for supplemental benefits, 
stock options and deferred stock units to a forecast of $2.212 million 
and, 

 SCE’s TY 2015 forecast for Injuries and Damages Reserves expenses 
of $19.424 million1574 should be reduced to $19.224 million to reflect 

                                              
1565 Ex. ORA-18, p. 41 citing SCE response to DRA-209-KMC, Q.1. 
1566 Ex. ORA-18, pp. 41-42. 
1567 Ex. SCE-8, Vol. 1, Pt. 1, p. 1. 
1568 Ex. SCE-14, Attachment 11, Table I-1. 
1569 Ex. SCE-8, Vol. 1, Pt. 1, p. 33, Figure II-4. 
1570 Ex. SCE-14, Attachment 13, Figure II-1. 
1571 Ex. SCE-14, Attachment 13, Figure II-5. 
1572 Ex. ORA-19, p. 43. 
1573 Ex. SCE-8, Vol. 02, p. 19, Figure II-6. 
1574 Ex. SCE-8, Vol. 02, p. 28, Figure III-9. 
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the recommendation of the ORA Auditor relating to the Grass Valley 
Fire.1575 

 

 11.1. Financial Services  

ORA’s TY 2015 recommendation for SCE’s Financial Services Department is $63.409 

million, or $1.353 million less than SCE’s request.  The reason for the difference has to do with 

Operational Excellence Savings, discussed below in Section 24 of this Brief. 

11.2. Audit Services  

ORA’s TY 2015 recommendation for SCE’s Audit Services Department is $7.693 

million, $965,000 less than SCE’s request.  The reason for the difference has to do with 

Operational Excellence Savings, discussed below in Section 24 of this Brief. 

11.3. Property and Liability Insurance  

Property Insurance 

SCE purchases non-nuclear property insurance coverage for its transmission and 

distribution assets, power plants, and general facilities; crime insurance for losses due to theft, 

robbery, and computer and wire fraud, and nuclear property insurance.1576  SCE’s property 

insurance expenses increased from $6.641 million in 2008 to $19.049 million in 2012.  SCE said 

that this increase was due primarily to the suspension of nuclear insurance distribution and an 

increase in nuclear and non-nuclear property insurance premiums.1577   

SCE forecast $18.973 million for TY 2015 property insurance.  ORA reviewed SCE’s 

methodology for forecasting its property insurance for the TY 2015 and did not dispute it.1578 

Excess (General) Liability Insurance 

SCE maintains several types of liability insurance such as General Liability, 

Supplemental Wildfire Insurance, Fiduciary Liability, Directors and Officers Liability, Workers 

Compensation, Miscellaneous Liability Insurance and Surety Bonds, and Nuclear Insurance.  

Liability Insurance expenses increased from $9.3 million in 2008 to $37.526 million in 2012.  

                                              
1575 Ex. ORA-19, p. 44. 
1576 Ex. SCE-8, Vol. 1, Pt. 2, p. 4. 
1577 Ex. SCE-8, Vol. 1, Pt 2, p. 7. 
1578 Ex. ORA-19, p. 38. 
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SCE says that this increase is due primarily to an increase in the cost of Wildfire Liability 

Insurance.1579   

Pursuant to the Assigned Commissioner’s Scoping Memo Ruling issued March 27, 2014, 

SCE removed $6.564 million for SONGS liability insurance, and forecast $70.335 million for 

TY 2015 liability insurance.1580  According to SCE, SCE reduced its Property and Liability 

Insurance forecast “…by $9.546 million for the removal of SONGS-related insurance expenses; 

also reflected in the forecast is $0.469 million reduction for the removal of Four Corners 

property insurance expenses.”1581   In a footnote to this Supplemental Testimony, SCE  states:  

“In addition, SCE identified an error and noted in Exhibit SCE-08, volume 1, part 2R, where 

$3.623 million in insurance costs was inadvertently removed from the Results of Operations 

modeling results, but is still part of the SCE GRC request.  This will be corrected when rebuttal 

testimony is filed as well.”1582 

ORA verified that SCE’s RO model reflects the removal of SONGS and Four Corners 

property insurance of $3.451 million and SONGS liability insurance of $6.564 million.1583  

SCE’s responses to ORA’s data requests (DRA-5-DFB, Deficiency A.2 and B.2, DRA-119-DFB, 

Q.3b (confidential), and DRA-281-DFB, Q.1a) indicate the forecast for SONGS and Four 

Corners property and liability insurance.  Per the Scoping memo, issued March 27, 2014, all 

SONGS and Four Corner costs were to be removed from the TY 2015 forecast. 

In Rebuttal, SCE says that “ORA’s recommended liability insurance forecast of $70.335 

million in essence rejects SCE’s attempt at correcting the errors identified with the removal of 

SONGS-related insurance costs.”1584  SCE’s explanation of this error is that its original removal 

of $4.990 million was based on an outdated headcount of the employees at SONGS.1585  

According to SCE, “… the recorded allocation of excess (general) liability insurance expense to 

SONGS is based on SCE’s total excess (general) liability insurance expense prorated by the 

                                              
1579 Ex. SCE-08, Vol. 1, Pt 2, p. 14. 
1580 Ex. SCE-14, Section II, Attachment 12, p. 15. 
1581 Ex. SCE-14 Section II, Attachment 12, SCE-8, Vol. 1, Pt. 2R, p. 1. 
1582 Ex. SCE-14, Section I, Introduction, p. 1. 
1583 Ex. ORA-19, p. 38. 
1584 Ex. SCE-24, Vol. 1., Pt. 2, p. 2 
1585 Ex. SCE-24, Vol. 1., Pt. 2, p. 2 



324 

number of employees at SONGS, divided by the total number of SCE employees.” SCE says that 

the $4.990 million was based on a headcount ratio of SONGS employees to SCE employees of 

13.5%, when it should have been 2.9%, and that this changed ratio makes the corrected liability 

expense to SONGS $1.078 million.1586  SCE also argues that the “decrease in insurance expense 

paid by SONGS and Eldorado participants drives an increase to SCE’s corporate liability 

insurance expense.”1587   

ORA continues to recommend that the Commission reject SCE’s “correction” and 

remove the entire $4.990 million.  The $4.98 million was for SONGS when it was operational.  

Removing all SONGS costs from this rate case means exactly that.  SCE’s removal of $4.990 

million, only to re-allocate it to Corporate so that SCE can still collect it from ratepayers is not 

what the Scoping Memo ordered.   

 11.4. Legal 

For its SCE’s Legal and Operational Services.  SCE is requesting a total of $92.813 

million1588 in TY 2015 expenses, an increase of $0.373 million over 2012 recorded expenses.  

This is a 0.04% increase from 2012 Adjusted Recorded costs of $100.912 million.  ORA’s TY 

2015 forecast is $89.915 million.1589  

  11.4.1. Law 

SCE’s Law Department is forecasting $48.324 million for TY 2015.1590  This represents 

an overall decrease of 3.1% over 2012 adjusted recorded costs of $49.855 million.  SCE’s Law 

Department used 2012 recorded data as a basis for forecasting labor and non-labor for TY 2015.  

ORA’s TY 2015 forecast is $45.626 million.1591 

In-House Legal 

SCE says its Law Department relies primarily on in-house resources for handling the 

majority of SCE’s legal matters.1592  SCE says it anticipates the staffing level of attorneys will 

                                              
1586 Ex. SCE-24, Vol. 1., Pt. 2, p. 3 
1587 Ex. SCE--24, Vol. 1., Pt. 2, p. 3 
1588 See Ex. SCE-14, Attachment 13, p. 2, Table I-1.  This is SCE’s revised Summary of Costs for Legal Operating 
Units. 
1589 Ex. ORA-19, p. 40. 
1590 Ex. SCE-8, Vol. 02, p. 2. 
1591 Ex. ORA-19, p. 41, Table 19-24. 
1592 Ex. SCE-8, Vol. 2, p. 4. 
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remain at the 2012 levels while remaining staff will be reduced by 13 positions as a result of the 

Operational Excellence initiative.1593  SCE is forecasting $30.539 million for in-house legal 

services in TY 2015.1594  ORA recommends $30.441 million for SCE’s in-house legal services 

for TY 2015.1595  The difference is attributable to different estimates of Operational Excellence 

savings. 

Outside Counsel 

SCE’s Law Department is forecasting $14.575 million1596 for TY 2015 Outside Counsel 

costs.  SCE used 2012 recorded data as a basis for forecasting non-labor for TY 2015. 

SCE says its Law Department has modified its arrangement with its strategic partner law 

firms to include a completely discretionary bonus that SCE does not view as representing the 

disposition of a holdback from discounted rates.1597  SCE claims that, under this new 

arrangement, a firm is only eligible for a bonus if it provides an extraordinary work product that 

exceeds SCE’s already high expectations for excellence from its strategic partner law firms.  

SCE says that the seven strategic partner law firms with fees in excess of $100,000 are evaluated 

annually by SCE’s Outside Counsel Committee and recommendations are presented to SCE’s 

General Counsel for final approval.1598 

SCE has designated seven outside counsel firms as strategic partner law firms that assist 

with specialized areas of SCE’s legal needs.1599  SCE claims that by leveraging with these firms, 

it ensures that it is paying reasonable, below-market rates while still receiving quality legal 

services.   

 D.12-11-051 stated that “to receive recovery in future GRCs, SCE shall provide 

information to support that it is obtaining base fees at discount compared to market.”1600  The 

only support SCE provided in its testimony in this GRC is a chart that compares “Real Rate 

                                              
1593 Ex. SCE-10, Vol. 02, Ch. VII, workpapers, p. 10. 
1594 Ex. SCE-8, Vol. 02, p. 13. 
1595 Ex. ORA-19, p. 42. 
1596 Ex. SCE-14, Section II, Attachment 13, p. 17. 
1597 Ex. SCE-8, Vol. 02, p. 15. 
1598 Ex. SCE-8, Vol. 2, p. 15.  
1599 SCE added an eighth strategic partner law firm in 2013. 
1600 D.12-11-051, pp. 490-491. 
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Report to Edison.”1601  Since SCE has not provided verifiable information that, with these 

discretionary bonuses, SCE is obtaining “base fees at a discount,” ratepayers should not be asked 

to fund them in TY 2015.  Therefore, ORA removed discretionary bonuses from the 2008-2012 

recorded adjusted costs before forecasting for TY 2015.  ORA recommends $12.973 million for 

Outside Services for TY 2015.1602 

 In Rebuttal, SCE says that “ORA’s claim that SCE provided no support that it is 

obtaining base fees at discount compared to the market is wrong” and cites to a copy of a report 

SCE provided to TURN.  As this was a data request response SCE designated “confidential,” it 

was not posted on the SCE website where all parties could view it.1603 

 SCE also states in Rebuttal that “SCE responded to other data requests and provided 

supporting documentation detailing how average outside counsel rates paid by SCE’s Law 

Department are lower on average than the market.”1604  The information SCE provided to ORA 

about how and who at SCE determines if a discretionary bonus should be paid out for 

“extraordinary work product that exceeds SCE’s expectations” is the following:  

A firm is evaluated based on five categories: quality of work, 
efficiency, working relationship with SCE, adherence to budget 
and commitment to diversity.  The Outside Counsel Committee 
interviews attorneys and clients about the performance of the 
strategic partnering firms.  During the interview process, reviewing 
attorneys will be asked to focus on identify substantive examples 
of ‘extraordinary work and outcomes.”1605 

 
 This is hardly an objective process.  Moreover, SCE refused to disclose the partner and 

associate rates for the years 2008 -20131606, and refused to disclose what the contracted fees were 

for partners and associates in the same time frame.1607  

                                              
1601 See Ex. SCE-8, Vol. 2, p. 16, Figure II-4. 
1602 See Ex. ORA-19C, p. 43 for additional ORA recommendations based on information designated confidential by 
SCE.  
1603 Ex. SCE-24, Vol. 2, p. 7, lines 6-8 and footnote 12. 
1604 Ex. SCE-24, vol. 2, p. 7. 
1605 Ex. ORA-48, p. 7, SCE Response to DRA-023-DFB, Q/A 10.b. 
1606 Ex. ORA-49, p. 5, SCE Response to DRA-231-DFB, Q/A 2. 
1607 Ex. ORA-49, p. 6, SCE Response to DRA-231-DFB, Q/A 4.b. 
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 While SCE is certainly within its rights to claim the “attorney client privilege,”  SCE 

should not, at the same time, expect the Commission to accept that SCE is actually “obtaining 

base fees at discount compared to market.”  What rates partners and associates charged in the 

years in question, versus what rates SCE contracted for in the years in question go to the heart of 

the matter.  SCE’s request to make its ratepayers pay for unjustified discretionary bonuses should 

be denied.   

Corporate Governance 

 SCE’s Corporate Governance – Miscellaneous Expenses are recorded in FERC Account 

930, Miscellaneous General Expenses.  SCE is forecasting $3.210 million for TY 2015 which 

includes fees and expenses paid to members of SCE’s Board of Directors, expenses associated 

with the annual shareholders meetings, contract services, and other proxy-solicitation fees.1608 

 SCE’s parent company, Edison International (EIX), pays the Board of Directors fees and 

expenses for SCE, the utility, and allocates approximately 81% of the fees and expenses to SCE.  

SCE EIX included expenses for Supplemental Benefits and Stock options/deferred stock units in 

the Directors fees and expenses.   

 SCE’s ratepayers should not have to fund supplemental benefits and stock options.  These 

expenses provide no direct benefit to the ratepayers.  Therefore, ORA removed these expenses 

before allocating the Board of Directors fees to SCE’s ratepayers.  ORA recommends that 

$998,095 be removed from the TY 2015 forecast, resulting in a forecast of $2.212 million.1609 

 In Rebuttal, SCE says that “the Board’s Total Compensation is reasonable compared to 

its peers,”1610 that “such costs are necessary … to attract and retain highly skilled and 

experienced Board members which ultimately benefits ratepayers,”1611 and that “recovery of 

SCE’s share of these expenses is warranted pursuant to the CPUC decisions on the 

reasonableness of Total Compensation.”1612  None of these arguments merits charging ratepayers 

for these costs. 

                                              
1608 Ex. SCE-8, Vol. 02, p. 19. 
1609 Ex. ORA-19, p. 43. 
1610 Ex. SCE-24, vol. 2, p. 11, heading, line 19. 
1611 Ex. SCE-24, vol. 2, p. 12, heading, lines 5-7. 
1612 Ex. SCE-24, vol. 2, p. 12, heading, lines 17-19. 
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 First, SCE’s claim that its Board’s total compensation is reasonable compared to its peers 

is meaninglessly without context.  Conclusory statements about what companies in the 

Philadelphia Utility Sector pay their boards says nothing about whether those utilities’ ratepayers 

are funding that compensation.  Comparison to what S&P 500 companies pay is irrelevant.  

Public utilities, as SCE points out, have the protection enunciated in “… longstanding U.S. 

Supreme Court decisions and Commission decisions” that “…utility regulation has to provide 

revenues sufficient to cover both necessary operating costs and a fair rate of return on utility 

investment.”1613  If any of the S&P companies SCE is referring to have that protection, SCE has 

not identified them. 

 Second, SCE’s claim that this compensation is “necessary to attract and retain highly 

skilled and qualified Board members which ultimately benefits ratepayers” fails for lack of any 

factual proof connecting “such costs”  to SCE’s ability to “obtain experienced  outside 

directors.”  Similarly, SCE’s argument about how this ability to attract highly skilled and 

experienced Board Members “ultimately benefits ratepayers” is unsubstantiated trickle-down 

economic theory with no basis in fact, and should be rejected.   

 Finally, SCE’s invocation of the “reasonableness of total compensation” is inapplicable 

to compensation ratepayers have to pay the EIX Board for the privilege that Board enjoys of 

serving EIX’s shareholders.  SCE uses this “total compensation” argument as a reason to make 

ratepayers fund stock options, Supplemental Executive Retirement Pension benefits, Executive 

Incentive Compensation, Results Sharing incentive payments, and every other perk SCE would 

like to fund with its ratepayers’ money.  As discussed in more detail above in Section 9 of this 

Brief, ORA recommends that the Commission either remove consideration of these Total 

Compensation Studies from future rate cases, or clarify that the factual basis for these studies is 

limited.  

  11.4.2. Claims 

For TY 2015, SCE’s forecast for its Claims Department is $23.3 million in A&G 

expenses (including Injuries and Damages – Claims Reserves).1614  This is a 10.4% increase over 

2012 adjusted recorded costs of $21.089 million.1615   

                                              
1613 See, e.g., Ex. SCE-17, p. 16, lines 12-15.   
1614 Ex. SCE-8, Volume 2, Ch. III, p. 24. 
1615 See Ex. ORA-19, p. 44, Table 19-26. 



329 

SCE forecasts Injuries and Damages Reserves of $19.424 million in TY 2015, which is 

an increase of $1.793 million over 2012 adjusted recorded costs of $17.631 million.1616  SCE 

used a five year average to derive its TY 2015 forecast.   

ORA’s Auditor1617 has recommended that costs associated with the Grass Valley Fire be 

removed from Injuries and Damages Reserves.  After removing the Grass Valley Fire costs at the 

auditor’s recommendation, ORA calculated the Injuries and Damages Reserves for TY 2015 to 

be $19.224 million.1618  ORA continues to recommend this adjustment. 

  11.4.3. Workers’ Compensation 

 SCE’s Workers Compensation forecasts $ 21.207 million for TY 2015.  This represents and 

overall decrease of 1.3% over 2012 recorded adjusted expenses of $21.496 million. 1619  ORA 

has reviewed SCE’s forecast and does not dispute it. 

11.5. Operational Services  

Operational Services expenses are administrative and general (A&G) expenses associated 

with SCE’s Corporate Real Estate, Planning and Performance, and Supplier Diversity and 

Development departments.1620  SCE also seeks ratepayer funding for various capital projects for 

Operational Services. 

SCE forecasts Operational Services Administrative and General (A&G) expenses to be 

$64.313 million in 2015.1621  This is a $4.49 million increase over 2012 recorded/adjusted 

levels.1622 SCE says this increase from 2012 recorded/adjusted levels is attributable, in part, to 

uncertainty surrounding the decision in SCE’s 2012 GRC, which led to reductions or delays in 

non-safety or compliance-related activities for both Corporate Real Estate and Supplier Diversity 

and Development departments, as discussed in their respective sections below.1623 ORA is 

recommending $58.2 million in TY 2015.   

                                              
1616 Ex. SCE-08, Vol. 02, p. 28. 
1617 Ex.ORA-26. 
1618 Ex. ORA-19, p. 44. 
1619 Ex. SCE-08, Vol. 02, Ch. IV, p. 30. 
1620 Ex. SCE-8, Vol. 3, Pt. 1, p. 3, Table I-1. 
1621 Ex. SCE-8, Vol. 3, Pt. 1, p. 3. 
1622 Ex. SCE-8, Vol. 3, Pt. 1, p. 3. 
1623 Ex. SCE-8, Vol. 3, Pt. 1, p. 3. 
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The following are the areas in dispute between ORA and SCE: 

 For SCE’s Corporate Real Estate Federal Energy Regulatory Commission 
(FERC)  Accounts 920-921, ORA is forecasting $21.3 million, which is 
$4.9 million or 23% less than SCE’s request of $26.2 million. 

 For SCE’s Corporate Real Estate FERC Account 935, ORA is forecasting 
$9.7 million, which is $1.2 million or 12% less than SCE’s request of 
$10.9 million. 

 For Project Number COS-00-RE-NA-698200, or Administrative Facilities 
Infrastructure – Critical Facilities, ORA is recommending $0 million in 
2013, $31 million in 2014, and $47 million in 2015, which is less than 
SCE’s request of $0 million in 2013, $31 million in 2014, and $54 million 
in 2015.1624 

 For Project Number CIT-00-OP-NS-000154, or IT Equipment and 
Infrastructure (CRE Projects), ORA is forecasting $1.3 million in 2013, $0 
million in 2014, and $0 million in 2015, which is less than SCE’s request 
of $0 million in 2013, $5.7 million in 2014, and $7.7 million in 2015.1625 

11.5.1. Operational Services O&M 

For its TY 2015 Corporate Real Estate expenses in FERC Accounts 920-921, SCE 

forecasts $26.128 million.1626  ORA’s recommendation for Accounts 920-921 is $21.3 million.    

For Corporate Real Estate FERC Account 931, SCE forecasts $18.1 million.1627  ORA does not 

dispute that forecast.  For Corporate Real Estate FERC Account 935, SCE forecasts $10.9 

million1628; ORA’s forecast is $9.7 million.1629   

In its direct testimony, and again in Rebuttal, SCE says that, “… the impact of the 

uncertainty around the 2012 GRC decision should be considered in analyzing the changes in 

expenditures between 2012 and 2015.”1630  According to SCE, because there was no decision on 

SCE’s TY 2012 GRC until the end of November 2012, SCE reduced CRE’s O&M budget for 

2012 “wherever feasible.”1631  SCE also says that many of CRE’s 2012 expenses, which were not 

                                              
1624 Ex. ORA-20, p. 14. 
1625 Ex. ORA-20, p. 2. 
1626 Ex. SCE-8, Vol. 3, p. 11, Figure II-4. 
1627 Ex. SCE-8, Vol. 3, p. 19, Figure II-6. 
1628 Ex. SCE-8, Vol. 3, p. 22, Figure II-7. 
1629 Ex. ORA-20, p. 4. 
1630 Ex. SCE-8, Vol. 3, Pt. 1, p. 5; Ex. SCE-24, vol. 3, p. 6. 
1631 Ex. SCE-8, Vol. 3, Pt. 1, p. 5. 
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immediately necessary to avoid adverse impacts on safety or compliance (such as janitorial, 

landscaping and preventative maintenance), were reduced or deferred to later years.1632  As a 

result, according to SCE, CRE’s O&M increases between 2012 and 2015 are magnified by the 

low level of expenditures in 2012.1633 

For TY 2015, CRE forecasts a total of $55.1 million of A&G expenses, which is $5 

million or 9% more than ORA’s recommendation of $49.1 million.1634  The reasons for the 

differences between SCE’s and ORA’s forecasts are discussed below by FERC Account. 

Accounts 920/921 – Administrative and General Salaries/Office Supplies and 
Expenses 

CRE expenses that record in FERC Accounts 920/921 are for the ongoing operation and 

maintenance of all facilities occupied by employees and organizations that provide overall 

company services and benefits.1635 These expenses include salaries, janitorial, landscaping 

services, building maintenance and repair work.1636 

ORA does not dispute SCE’s labor forecast of $14.3 million.1637  ORA does dispute 

SCE’s non-labor forecast.1638 

SCE’s TY 2015 non-labor request of $11.8 million is a $4.9 million increase from 2012 

recorded.1639 As previously mentioned, SCE asserts the increase between 2012 and 2015 is 

magnified by the reduced spending levels in 2012 while SCE was waiting for the delayed 

Decision in the 2012 GRC. 

SCE says it “successfully reduced O&M expenses in 2012 by significantly reducing 

facility operations, repairs and maintenance which record in Accounts 920 and 935.”1640 

Reductions in these accounts were achieved both by reducing the scope of work and service 

                                              
1632 Ex. SCE-8, Vol. 3, Pt. 1, p. 6. 
1633 Ex. SCE-8, Vol. 3, Pt. 1, p. 6. 
1634 Ex. SCE-8, Vol. 3, Pt. 1, p. 6. 
1635 Ex. SCE-8, Vol. 3, Pt. 1, p. 10. 
1636 Ex. SCE-8, Vol. 3, Pt. 1, p. 11. 
1637 Ex. ORA-20, p. 7. 
1638 Ex. ORA-20, p. 8. 
1639 Ex. SCE-8, Vol. 3, Pt. 1, p. 15. 
1640 Ex. SCE-8, Vol. 3, Pt. 1, p. 13. 
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levels (e.g., less frequent janitorial, landscaping and preventative maintenance).1641   SCE says 

that, although”… this is a reasonable course of action for a short period of time, such reduced 

scope of work and service levels are not sustainable over a longer period without long-term 

negative impacts.”1642 

ORA recommends the Commission adopt for TY 2015 SCE’s recorded 2012 expense 

level of $6.9 million for non-labor in Accounts 920/921.1643  Since SCE was able to reduce its 

spending in 2012, it should be able to maintain that level in 2015. This can be achieved, as it was 

in 2012, by reducing the scope of work and service levels (e.g., less frequent janitorial, 

landscaping and preventative maintenance).1644 Ratepayers funded these excess positions and 

excess real estate from 2008 to 2011, and the 2012 non-labor recorded more accurately reflects 

expense levels going forward and is consistent with the reduction in labor costs.  

First, SCE has not provided substantial evidence to show that the additional $4.9 million 

it seeks is even necessary.1645  If it is, and if this is due to SCE’s decision to reduce its spending 

levels due to the delayed 2012 GRC decision, that was a funding choice the utility made.1646  If 

SCE’s “reduced levels of maintenance from the 2012 period”1647 have led to a deterioration of 

facilities and equipment, the costs of this deferred maintenance should not be borne by 

ratepayers. 

In SCE’s TY 2012 GRC, SCE argued that the basic principles of cost-of-service 

ratemaking provide it with flexibility to shift funding from categories that formed the basis of a 

prior GRC forecast to other more pressing needs.  But, as the Commission noted in SCE’s TY 

2012 GRC decision and in its TY 2009 decision, this management flexibility is not absolute.1648   

For example, as noted in D.12-11-051, in the 2009 GRC, the Commission rejected SCE’s 

                                              
1641 Ex. SCE-8, Vol. 3, Pt. 1, p. 13. 
1642 Ex. SCE-8, Vol. 3, Pt. 1, p. 57. 
1643 Ex. SCE-8, Vol. 3, Pt. 1 Workpaper, p. 2. 
1644 Ex. SCE-8, Vol. 3, Pt. 1, p. 13. 
1645 Ex. ORA-20, p. 9. 
1646 As noted elsewhere, despite the delay in the TY 2012 GRC decision, the utility found funding to pay Results 
Sharing compensation to its employees far in excess of any previous year’s payouts.  (Ex. ORA-16-A-R-2. P. 25, 
Table 16-16.) 
1647 Ex. SCE-24, vol. 3, p. 7, line 10. 
1648 D.12-11-051, p. 12. 
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additional funding for deferred activities purportedly made to accommodate unanticipated 

customer and load growth, because the growth was not “unique circumstances.”1649  The same is 

true here.  A delay in a final GRC decision is not a “unique circumstance,” and if there are 

increased costs from SCE’s decision to defer maintenance of its facilities in 2012, they should be 

paid for out of net income available for dividends.   

Account 935 – Maintenance of General Plant   

SCE’s Corporate Real Estate  records expenses in FERC Account 935 for maintenance of 

general plant which includes expenses for maintaining structures and parking areas at SCE’s 

non- electric facilities.1650 The expenses that record to this Account encompass minor non-capital 

building alterations and remodels such as roof patching, minor asphalt repairs, interior drywall 

patching and painting.1651 

For Account 935, SCE’s CRE forecast is $10.9 million for TY 2015.  This is a $3.2 

million increase from the 2012 recorded cost of $7.7 million.1652 The majority of the increase ($2 

million) is attributable to the increase in Critical Facility Maintenance as the result of the 

addition of the Alhambra Data Center and what SCE refers to as the “…restoration of sustainable 

levels of preventative maintenance” at SCE’s other critical facilities.1653  The remaining $1.2 

million increase relates to higher levels of maintenance costs and restoration of preventive 

maintenance programs at SCE’s headquarters and facilities.1654 The overall forecast costs for this 

Account are $10.9 million in TY 2015.  

ORA recommends the Commission disallow the “remaining $1.2 million increase due to 

higher levels of maintenance costs and the restoration of preventative maintenance programs.”  

Ratepayers funded these excess positions and excess real estate costs from 2008 to 2011, and the 

2012 non-labor recorded more accurately reflects expense levels going forward. ORA 

recommends $9.7 million.1655 

                                              
1649 D.12-11-051, p. 12. 
1650 Ex. SCE-8, Vol. 3, Pt. 1, p. 22. 
1651 Ex. SCE-8, Vol. 3, Pt. 1, p. 22. 
1652 Ex. SCE-8, Vol. 3, Pt. 1, p. 23. 
1653 Ex. SCE-8, Vol. 3, Pt. 1, p. 23. 
1654 Ex. SCE-8, Vol. 3, Pt. 1, p. 23. 
1655 Ex. ORA-20, p. 11. 
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In Rebuttal, SCE refers again to the reduced maintenance levels recorded during 2012 as 

stemming from “uncertainty surrounding the ultimate decision in the 2012 GRC proceeding.”1656  

For all the reasons discussed above in connection with SCE’s deferred maintenance in activities 

recorded in FERC Accounts 920/ 921, ORA continues to oppose the increase SCE proposes.  

  11.5.2.  Operational Services Capital 

Corporate Real Estate – Irwindale Business Center 

In December 2006, SCE purchased a former Charter Communications building located in 

the City of Irwindale.1657 SCE renamed the building the “Irwindale Business Center” (IBC). This 

92,000 square foot building was occupied in an “as is” condition, when acquired.1658 As 

discussed in Exhibit SCE-8, Volume 3, Part 1, CRE plans to divest leased office space and 

accommodate the remaining employees in other SCE owned facilities during the 2013-2017 

timeframe.1659  One of the facility realignments will include the relocation of Customer Service 

(CS) call center staff currently located at the Rancho Cucamonga Regional Office to IBC.1660 

The change is currently anticipated to occur by the end of 2015.1661  

SCE says IBC  renovations are expected to include removing and replacing the old 

Charter Communications furniture with SCE’s standard Call Center furniture, removing and 

rebuilding existing interior walls to provide private office space, conference rooms, privacy 

rooms and training rooms that are needed to meet Call Center requirements, modifying the 

buildings electrical, data, telecom, heating, ventilation, air conditioning and other systems to 

meet the reliability requirements for Call Center operation, as it must be operational 24 hours a 

day, 7 days a week, and 365 days a year.1662 

SCE is forecasting $0 in 2013, $0 in 2014, and $20 million in 2015. SCE asserts that this 

project was described in its 2012 GRC testimony, but was not addressed in the Commission’s 

                                              
1656 Ex. SCE-24, Vol. 3, p. 11. 
1657 Ex. SCE-8, Vol. 3, Pt. 2, p. 47. 
1658 Ex. SCE-8, Vol. 3, Pt. 2, p. 47. 
1659 Ex. SCE-8, Vol. 3, Pt. 2, p. 47. 
1660 Ex. SCE-8, Vol. 3, Pt. 2, p. 47. 
1661 Ex. SCE-8, Vol. 3, Pt. 2, p. 47. 
1662 Ex. SCE-8, Vol. 3, Pt. 2, p. 48. 
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decision because the project was proposed in that case for post TY construction.1663 Because this 

project was proposed and already addressed in SCE’s last GRC, ORA considers it unreasonable 

for SCE to include the IBC remodel once again in its TY 2015 application.  ORA recommends 

the Commission disallow the $20 million forecast in 2015 for IBC construction.  

In Rebuttal, SCE says that “[a]lthough ORA accurately notes that SCE included a request 

for this project in our 2012 GRC, ORA does not acknowledge that SCE’s request was required 

by the rate case plan due to a closing date in the post-test years.  Because the project was 

proposed to commence in the Post Test Year period (i.e., 2013 and 2014), the Commission never 

addressed or otherwise authorized funds for the IBC Remodel in the 2012 Decision.”  Since the 

IBC renovations were included in the post test years for the 2012 GRC, SCE has already been 

compensated for that work in the 2012 GRC post-test year attrition mechanism.  Since the IBC 

renovation work was delayed, it has not been included in SCE’s rate base. 

Corporate Real Estate – IT Equipment and Infrastructure Blanket 

SCE’s Corporate Real Estate forecasts $0 in 2013, $5.6 million in 2014, and $7.7 million 

in 2015 for IT equipment and infrastructure to accommodate all projects in SCE’s non-electric 

facility portfolio.1664 These forecast expenditures are not included in the capital project cost 

estimates discussed in other testimony and related workpapers (e.g., the project planning 

estimates). The forecast is based on an average ratio of historical IT expenditures to the total 

annual recorded costs respectively.1665  The average IT expenditures to annual project cost ratio 

is then applied to the 2014-2017 forecast for CRE capital projects, where IT equipment and 

infrastructure costs were not typically incurred for certain categories of projects, so they were 

excluded from the forecast.1666 Hence, the forecast does not include projects within the 

“Blankets” category (except for Various Major Structures) or “Projects Under 1 Million” 

category.1667 

                                              
1663 Ex. SCE-8, Vol. 3, Pt. 2, p. 48. 
1664 Ex. SCE-14, Attachment 14, p. 78a. 
1665 Ex. SCE-14, Attachment 14, p. 78a. 
1666 Ex. SCE-14, Attachment 14, pp. 78a-78b. 
1667 Ex. SCE-14, Attachment 14, p. 78b. 
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SCE submitted Supplemental Testimony in April 2014 containing a forecast for Project 

number CIT-00-OP-NS-000154.1668  Prior to this, ORA had no idea this project even existed. 

Due to the untimely nature of the request, in its testimony, ORA recommended that the 

Commission disallow this expense.1669  There is no reason to include this so late in the rate case, 

especially if this item was that important.  ORA accepts SCE’s 2013 recorded capital 

expenditure of $1.294 million.1670 

In Rebuttal, SCE says that, since SCE submitted its supporting testimony in April 2014, 

“ORA still had nearly four months to review and consider the merit of the request and CRE did 

not receive a single data request on this request.”1671  Apparently SCE forgot to include this 

project in its original filing.  That is no reason why ratepayers should have to   reward SCE for 

its tardiness. 

12. External Relations 

SCE assigns “External Relations” into the following six corporate categories, comprising 

nine chapters in SCE’s testimony: 

1. Corporate Communications 

2. Corporate Membership Dues and Fees 

3. Integrated Planning and Environmental Affairs 

4. Regulatory Operations and Regulatory Policy and Affairs 

5. North American Electric Reliability Corporation’s Critical Infrastructure Protection 

6. Local Public Affairs, including Business License Tax and Franchise Fees. 

These corporate-designated activities are re-assigned and booked into the following 

Federal Energy Regulatory Commission (FERC) Uniform System of Accounts for ratemaking 

purposes: 1672 

 920 – Administrative and General; Labor, 

 921 – Administrative and General; Non-Labor, 

 923 – Administrative and General; Outside Services,  

                                              
1668 Ex. SCE-14, Attachment 14, pp. 11, 78a-78b. 
1669 Ex. ORA-20, pp. 17-18.  
1670 Ex. ORA-20, p. 18 citing SCE response to data request DRA-327-LJL. 
1671 Ex. SCE-24, vol. 3, p. 47. 
1672 Ex. ORA-21, p. 1, footnote 2 citing SCE’s response to ORA-SCE-AUDIT-LMW-003, Q.1. 
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 930 – Miscellaneous General Expenses 

o General Advertising  

o Miscellaneous General; Dues and Memberships 

 549 – Other Power Generation; Miscellaneous,  

 557 – Other Power Supply Expenses; Other  

 588 – Distribution Expenses; Miscellaneous,  

 408 – Taxes Other than Income, and  

 927 – Franchise Requirements.   

Other SCE departments allocate expenses into most of these regulatory accounts.  SCE 

says that its various business units are individually responsible for justifying SCE’s TY 2015 

forecasts. 

For TY 2015 SCE is requesting a total of $175.01 million, an increase of $17.09 million 

or 10.82% greater than SCE’s TY 2012 recorded adjusted expense of $161.24 million.  For TY 

2015, ORA recommends a total of $163.93 million (2012 dollars).  SCE’s TY forecast exceeds 

ORA’s by $11.708 million (2012 dollars) or 6.76% percent.   

ORA’s recommendations for SCE’s External Relations requests are addressed in Exhibit 

ORA-21 and, as can be seen there, ORA agrees with many of SCE’s forecasts.1673   Below, this 

section of the Brief only addresses the forecasts and issues in dispute between ORA and SCE.  

These are in the areas of:  Corporate Communications, and Integrated Planning and 

Environmental Affairs.  Since submitting its testimony, ORA has stipulated to the following 

three items: 

 $1.796 million for FERC Account No. 930 - Corporate Memberships and Dues, 
 

 $14.139 million for Labor and $2.144 million for non-labor (2012 dollars) for SCE’s 
category of Regulatory Operations and Regulatory Policy & Affairs, and 
 

 $11.072 million for Labor  and $2.135 million for nonlabor for SCE’s category of Local 
Public Affairs.1674  
 

                                              
1673 Ex. ORA-21, p. 4, Table 21-1. 
1674 Ex. ORA-57-R, p. 1. 
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12.1. Corporate Communications 

SCE describes its “Corporate Communications” as acting as the Company spokesperson 

to the news media and providing official Company information to customers and other 

stakeholders, both internally within the Corporation and externally, on a variety of topics.  These 

topics include emergency response, public safety, regulatory affairs, branding, employee 

relations and public relations.  In 2012 dollars, SCE is forecasting $19.66 million for TY 2015. 

This is an overall increase of 95% over 2012 Recorded, Adjusted costs of $10.13 million.  

ORA’s TY 2015 forecast is $11.94 million in 2012 dollars.1675  SCE allocates expenditures for 

this activity to four FERC Accounts: FERC Account 920, Administrative and General (“A&G”) 

Salaries, FERC Account 921, A&G Office Supplies and Expenses, FERC Account 923, Outside 

Services, and FERC Account 930, General Advertising, Miscellaneous.1676  

SCE describes its proposed Corporate Communications incremental increase of $10.571 

million as comprised of “(a) $8.21 million for the Public Safety Around Electricity Campaign, 

(b) $2.331 million is for the Summer Readiness Campaign, and (c) $30,000 for SCE Corporate 

Responsibility Report.”1677  SCE says that the “Public Safety Around Electricity Campaign” is an 

expanding reaction to a series of downed power line incidents in 2011.1678  The Summer 

Readiness Campaign is SCE formally requesting ratepayer funding for a 

conservation/curtailment program it started in 2012.1679  SCE says its Corporate Responsibility 

Report is an effort to “reach[] out to our customers”1680 and provide more “satisfaction” using 

“corporate citizenship.”1681 

For Corporate Communications, SCE is proposing a substantial total increase over its 

2012 recorded adjusted expense of $9.53 million or 94.1% in 2012 dollars.  In 2012 real dollars, 

ORA recommends an increase of $4.11 million or 39.6% over 2012 SCE’s recorded, adjusted 

                                              
1675 Ex. ORA-21, p. 4, Table 21-1, and p. 5, Table 21-2.  
1676 Ex. ORA-21, p. 5, Table 21-2. 
1677 Ex. SCE-9, p. 23, lines 8-12. 
1678 Ex. SCE-9, p. 23, lines 23-25, SCE Workpaper SCE-9, Pt. 1, pp. 66 and 77-80, and Ex. ORA-21, p. 8, citing 
SCE’s response to DRA-044-MRL, Q.3, Item e.  See also D.12-11-051, pp. 4 and 318-319. 
1679 See ORA-21, p. 6 citing SCE Workpaper Ex. SCE-9, Pt. 1, p. 28, ll. 3-7, p. 87, and p. 92; Ex. ORA-21, p. 8, 
citing SCE’s response to ORA Data Request DRA-043-MRL.Q.1 and Q.2 b.  
1680 Ex. SCE-9, p. 30. 
1681 Ex. SCE-9, p. 30, ll. 9-11. 
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expense level.1682  The bulk of SCE’s requested increase is in FERC Account 930, General 

Advertising and Miscellaneous Expenses.  The Public Safety Around Electricity Campaign adds 

$8.21 million, the Summer Readiness conservation advertisements adds $2.33 million, and the 

Corporate Responsibility public relations project calls for $0.30 million, for a total TY increase 

of $10.57 million.1683  ORA’s recommendation is $7.72 million or 64.67% less than SCE’s 

request. 1684    

SCE’s general advertising activities have been fully funded and SCE has not justified the 

massive 94% increase it is requesting.1685  SCE already recovers significant ratepayer funding for 

its Corporate Communications department.  In fact, as the Commission noted in connection with 

SCE’s response to the November 2011 Windstorm, “… so many customer communications 

deficiencies were identified” that “[i]t raises the question of whether to provide additional 

funding for customer services and training when SCE failed to deliver basic elements of 

emergency communications, particularly with local officials who can enhance the flow of 

accurate information and emergency services to the public.”1686 

In past GRCs, the Commission has admonished SCE about spending less than the full 

amount authorized and then returning in subsequent cases to request funding for the same 

projects or activities.1687  ORA recommends that the Commission continue to compare what SCE 

was authorized in funding to what it actually spent.  This may help the Commission track 

excesses and shortfalls in ratepayer funding.  This may also illuminate who is paying and who is 

benefiting.1688 

ORA used this approach to compare SCE’s 2012 recorded adjusted expenses with TY 

2012 adopted expenses.   SCE’s authorized amounts exceeded SCE’s recorded adjusted expenses 

by $3.8 million or 37.5%.  ORA used the total authorized level of $13,928,000 from TY 2012 

                                              
1682 Ex. ORA-21, p. 6. 
1683 Ex. ORA-21, p. 7, Table 21-3.  
1684 Ex.. ORA-21, p. 6. 
1685 Ex. ORA-21, p. 7. 
1686 D. 12-11-051, p. 319. 
1687 See, e.g., D.12-11-051, pp. 11-13. 
1688 Ex. ORA-21, p. 7. 
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and re-allocated it using relative shares of SCE’s 2013 subaccount forecasts to derive ORA’s 

forecast for TY 2015.1689  

SCE’s focus on impressions1690  as a performance measure and its failure to coordinate (if 

not integrate) with its emergency and safety response systems and local officials1691  are 

inconsistent with the Commission’s developing market, education and outreach protocols.1692   

But that is not the only reason to reject SCE’s 94% increase in new general advertising.  SCE’s 

request to burden ratepayers with the cost of SCE’s “Corporate Responsibility Report” and other 

public relations activities1693 falls into the category of “institutional advertising” in contrast to 

“essential customer service information” or “results oriented, specific advertising.”1694   

According to SCE’s workpapers, “[w]hile we promote public safety messages through 

other activities, paid advertising gives us control over what is said, how it looks and where it 

appears.”1695  Thus, SCE uses ratepayer funding to pay for campaigns that “pair” pictures of SCE 

employees with firefighters, who are considered “the most trustworthy group,”1696 presumably to 

give SCE an image of trustworthiness.   

The Commission should reject SCE’s request of $8.3 million for these activities and 

programs including the $30,000 for the “Corporate Responsibility Report.”  As explained in 

ORA’s testimony, the Commission authorized a revenue requirement for SCE in TY 2012 that 

was sufficient to fully fund SCE’s 2012 incurred costs of service.  That funding level should be 

adequate for the TY 2015.1697   

                                              
1689 Ex. ORA-21, p. 8. 
1690 Ex. ORA-21, p. 9 citing SCE Workpapers Ex. SCE-9, Pt. 1, pp. 78 and 93. 
1691 Ex. ORA-21, p. 9, citing SCE’s responses to ORA Data Request DRA-043-MRL, Q.2b and 3, DRA-044-MRL, 
Q.3e, and to DRA-258-MRL, Q1 Attachment. 
1692 Ex. ORA-21, p. 9 citing A.11-03-003, Ex.  SCE-1, Vol. 3, pp. 5-7.  See also D.12-04-045, and see Ex. ORA-21-
WP, p. 33, excerpts from “Demand Response Measurement and Evaluation Committee Process Evaluation Plan PY 
2012-2014” at http://www.cpuc.ca.gov/NR/rdonlyres/7222644F-9FE2-44DA-AD27-
09D27313AA82/0/DRMECprocessevaluationplan20122014redacted.pdf .   
1693 Ex. SCE-9, p. 30 and SCE Workpapers Ex. SCE-9, Pt. 1, pp. 58 and 78. 
1694 D.86794, p. 51. 
1695 Ex. ORA-21, p. 10 citing SCE-9, Pt. 1, Workpapers, p. 58, emphasis added.   
1696 Ex. ORA-21, p. 10 citing Ex. SCE-9, Pt. 1, Workpapers, pp. 58; Ex. SCE-25, p. A-9. 
1697 Ex. ORA-21, p. 7, Table 21-3. 
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In Rebuttal, SCE criticizes ORA’s recommendations on several levels.  First, SCE says 

that ORA’s method is unreasonable as it does not take into account SCE’s recorded dollars in 

each of the FERC Accounts or any TY 2015 adjustments made in the accounts.”  SCE then says 

that “SCE followed the Commission decisions D.04-07-022 and D. 89-12-057 and chose the Last 

Recorded Year as a base estimate for FERC Accounts 920 and 921, then made 10 adjustments as 

stated in Section A.1 above.”1698 

Actually, it is SCE’s method that is unreasonable, as it relies on older, generic 

Commission decisions, rather than on the Commission’s most recent decision in SCE’s TY 2012 

GRC.  In its decision in SCE’s last GRC, the Commission expressed concern that SCE had not 

used effectively the ratepayer funding it already received when confronted with the 2011 

Windstorm:  “Rapid emergency response and accurate customer communications during a 

prolonged outage are an integral part of system accountability sought by a utility’s customers. 

We are deeply disappointed by SCE’s failures in these areas during December 2011. Although 

SCE appears to have identified several key areas for improvement, we note that these areas 

should have been considered by routine advance planning fully funded by prior rates.”1699 

Second, in its Rebuttal directed to SCE’s request for additional funding for its “Public 

Safety Around Electricity” education campaign, SCE says that: 

…none of ORA’s references in its testimony to are relevant to 
SCE’s new Public Safety Around Electricity Education Campaign. 
Indeed, ORA acknowledged that fact in a data request response, 
stating: “ORA cannot provide a citation to any specific SCE safety 
advertising project, including its Public Safety Around Electricity” 
Campaign.1700 

 

As SCE should know, A.11-03-003 considered the Applications, not just of SCE, but also 

of Pacific Gas and Electric Company, and San Diego Gas & Electric Company (SDG&E), to 

conduct Demand Response programs, pilots and associated activities for the years 2012 through 

2014, and to receive ratepayer funding for them.1701   In a generic proceeding, such as A.11-03-

003, it would be surprising if the Commission were to cite to a specific SCE program as its 

                                              
1698 Ex. SCE-25, p. 4. 
1699 D.12-11-051, pp. 318-319; Ex.  ORA-21,  pp. 7-11. 
1700 Ex. SCE-25, p. 9 
1701 D.12-04-045, p. 1. 
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“Public Safety Around Electricity Education Campaign,” that SCE seems to have designed and 

implemented outside of the generic policies and practices the Commission is working to develop 

in that proceeding. The Commission did not identify any specific SCE safety advertising project, 

hence ORA’s data request response.   

The more disturbing aspect of SCE’s position is that it fails to see to the obvious 

relevance and direct role that Demand Response protocols have for emergency response 

programs, such as SCE’s “Summer Readiness Energy Conservation”1702 and “Public Safety 

Around Electricity” advertisements.”1703  SCE says, in direct testimony, that its “Public Safety 

Around Electricity” was a direct response to “a series of events (including third-party contacts 

with power lines and high winds)” in 2011.1704  Even if one categorizes downed power lines and 

high wind events as “non-safety related”1705 rather than “emergencies,” Demand Response 

protocols should play a key role in educating customers on how to respond to the sudden dangers 

of downed power lines. 

For these reasons, ORA concludes that SCE’s safety programs are out of step with the 

Commission’s policies and practices, and that additional ratepayer funding should not be ordered 

for them. 

Third, in Rebuttal, SCE also says that:   

ORA lumps together SCE’s Corporate Responsibility Report and 
its Public Safety Around Electricity Education Campaign and calls 
both of them ‘public relations activity’ that fall under ‘institutional 
advertising.’ ORA is wrong.  Neither of these activities falls under 
public relations or institutional advertising activities.1706 

SCE is mistaken.  ORA does not “lump” programs together and does not call them 

“public relations activity.”  ORA simply identifies SCE’s public relations objectives by citing 

SCE’s own “2012 Safety Advertising Report,” dated May 7, 2013: 

OBJECTIVE 

Safety Ad Campaign 

Communications Objectives 

                                              
1702 Ex. ORA-21, p. 8 and see footnotes 8 and 10. 
1703 Ex. SCE-9, p. 23-24. 
1704.Ex. SCE-9, p. 23, lines 22-24. 
1705 Ex. SCE-9, p. 23, line 16. 
1706 Ex. SCE-25, p. 10. 
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 Enhance SCE’s reputation and image 

 Personalize SCE for our customers1707 

In its direct testimony, SCE says that the $2.331 million SCE spent in 2012 on the 

Summer Readiness mass media campaign “…was paid for by shareholders.”1708  This distorts 

how the advertising campaign was actually funded.1709   In the TY 2012 GRC, SCE was 

authorized more than it actually spent for Corporate Communications.  The fact that SCE chose 

to record some costs to shareholder accounts does not mean that the amount the Commission 

authorized in TY 2012 should be increased.  SCE’s practice of booking actual costs to 

shareholders does not equate to regulatory failure to provide adequate revenue requirements for 

public safety, conservation, and other services.1710 

ORA recommends eliminating $2.3 million for SCE’s “Summer Readiness Energy 

Conservation” advertising.  This “new” advertising campaign is duplicative of existing Demand 

Response programs that have evolved from Flex Your Power, Flex Alert Network and Engage 

360.   SCE says the objective of this “Summer Readiness” campaign is “to encourage customers 

to take steps to conserve electricity and encourage enrollment in demand response” “to help 

prevent energy outages.”  This description mirrors the goals of SCE’s Demand Response 

programs in the Integrated Demand Response proceeding.    

The existing Demand Response programs are emergency notification networks designed 

to encourage customers to conserve energy, voluntarily, during peak loads thereby avoiding the 

need for the California Independent System Operator to issue emergency alerts and initiate 

mandatory curtailments.  There is also a more general goal of engaging customers to “adopt 

energy efficiency broadly as a way of life.”  SCE’s “Summer Readiness Energy Conservation” 

advertising duplicates these goals; no additional no ratepayer funding for this program is 

warranted in this GRC.  

Finally, in Rebuttal, SCE argues that “ORA and TURN wrongly assert that SCE’s 

Summer Readiness Energy Conservation Campaign is ‘duplicative of existing Demand Response 

                                              
1707 Ex. ORA-21, p. 10 citing to SCE SCE-09 Workpapers, p.78.  See also ORA Exhibit ORA-21, pp 9-10 and 
footnote 16.  
1708 Ex. SCE-09, Pt. 1, p. 29. 
1709 As noted earlier in this Brief, since virtually 100% of the EIX funds, from which EIX pays dividends to 
shareholders, comes from the rates SCE’s utility customers pay, “shareholder funds” are actually ratepayer dollars.  
1710 Ex. ORA-21, p. 10 citing SCE’s responses to DRA-140-MRL, Q.1 and DRA-259-MRL, Q.3 and Attachment. 
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programs that have evolved from Flex Your Power, Flex Alert Network, and Engage 360.”1711  

This argument is contradicted by SCE’s direct testimony that says, under the heading” Summer 

Readiness Energy Conservation Advertising Campaign” the following: 

SCE was concerned about potential energy shortages in the 
summer of 2012 due to possible shortages of power supply, 
especially in southern Orange County, and forecasts for a hot 
summer. The effort was also driven by the long-term goal to 
change customers’ attitudes and behaviors around energy 
conservation…..  The objective of the campaign was to encourage 
customers to take steps to conserve electricity and encourage 
enrollment in demand response programs.1712 

 

The Commission is in the process of setting forth cost-benefit analyses and performance 

measures for Demand Response outside of GRCs.   As a general matter, ORA opposes SCE’s 

requests in this GRC for advertising campaigns that are not in accord with the integrated, 

advance planning systems that the Commission envisions. 

As to SCE’s “Corporate Responsibility Report,” SCE’s stated objective is not customer 

service, but “customer awareness” of such things as SCE’s  ethics and compliance, corporate 

philanthropy, and employee volunteerism. SCE does not explain how this benefits ratepayers 

other than “increased customer satisfaction,” and does not address SCE’s obvious conflicts of 

interest.   

It seems extremely unlikely that SCE ratepayers’ satisfaction would increase by learning 

that SCE is charging them for corporate-developed information on what SCE, or EIX, wants 

customers to know.  Similarly, customers may disagree with the SCE statements and positions 

that they, as captive ratepayers have to pay for. 

SCE’s self-promoting advertising should be paid for by shareholders.  Accurate and fair 

information can best be provided by independent, critical sources.  There is no reason to burden 

ratepayers with the cost of a so-called “Responsibility Report” especially from a source, such as 

SCE, with an obvious conflict of interest.1713   

                                              
1711 Ex. SCE-25, p. 13. 
1712 Ex. SCE-9, p. 28, emphasis added. 
1713 See Section 9, above relating to SCE’s Executive Compensation. 
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In Rebuttal, SCE says that”…both campaigns had been paid for with shareholder dollars 

since 2008” because “SCE had not asked the Commission for funding of any of these past 

expenses.”1714  As explained above, in its decision for SCE’s Test Year 2012 GRC, the 

Commission authorized amounts for safety activities by FERC account number.  So if SCE is 

trying to suggest that its shareholders contributed dollars out-of-pocket because the Commission 

did not authorize a “new” program, the facts, and the decision say otherwise.  SCE has not 

shown that, in D.12-11-051, the Commission failed to authorize any amounts necessary or 

reasonable for risk and safety matters or that past amounts authorized for those purposes were 

found lacking.  SCE, unilaterally, made the choice to allocate expenditures for its “Public Safety 

Around Electricity” campaign from funds available for dividends, rather than from funds 

authorized by the Commission, and for which SCE might be held accountable.   

The argument SCE makes in its Rebuttal that “ORA’s conclusory statement that SCE’s 

“Public Safety Around Electricity” education campaign is excessive, too aggressive and isolated” 

and should be dismissed”1715  should be considered in light of the arguments and 

recommendations ORA actually made, but that SCE did not address.    ORA’s testimony showed 

that advertising campaigns for which SCE seeks funding in this GRC are not in accord with the 

“integrated, advance planning system” that the Commission directed SCE to pursue in D.12-11-

051. 

Nothing in SCE’s Rebuttal causes ORA to change any of its recommendations.  ORA 

asks that the Commission approve ratepayer funding of no more than $11.938 million for SCE’s 

Corporate Communications Department in the Test Year.1716 

12.2. Corporate Membership Dues & Fees 

ORA has no comments on this issue. 

12.3. Integrated Planning & Environmental Affairs 

SCE’s Integrated Planning and Environmental Affairs testimony is comprised of three 

chapters:  Integrated Planning, Transportation Electrification, and Environmental Affairs.   For 

TY 2015 in 2012 dollars, SCE is requesting a total of $21.12 million, an increase of $4.34 

                                              
1714 Ex. SCE-25, p. 11. 
1715 Ex. SCE-25, p. 12, heading, lines 4-6. 
1716 Ex. ORA-21, p. 4, Table 21-1. 
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million or 25.87% over 2012 and over 25% above 2011 recorded adjusted expense levels.1717  

ORA’s TY 2015 forecast is $17.76 million in 2012 dollars.  ORA recommends $1.627 million 

(in 2012 dollars)1718. 

The difference between ORA and SCE of $ 3.36 million is solely attributable to one item, 

“Generation Planning,” “formerly known as the Project Development Division [PDD] 

Memorandum Account” which is booked as non-labor to FERC Account No. 549.1719   ORA 

recommends this reduction based on its conclusion that the initial 2006 memorandum account 

balances are outdated and do not reflect audited and “tracked” current balances.1720. 

For nominal dollars, SCE allocates expenditures for these activities into FERC Accounts 

920 (A&G Salaries), 921 (A&G Office Supplies Expenses), 549 (Miscellaneous Other Power), 

557 (Other Expenses), and 588 (Other Distribution Expenses).    

Overview of the Project Development Division Memorandum Account 

The sole difference between ORA and SCE is on the large increase to non-labor expenses 

in FERC Account No. 549, Miscellaneous Other Power Generation Expenses.  SCE describes 

this increase as “for the amount authorized by the Commission in D.06-05-016 for Generation 

Planning … the difference between the 2006 GRC authorized PDD Memo Account escalated to 

2012 dollars less the 2012 recorded labor PDD expense.”1721  Elsewhere in SCE’s Workpapers, 

SCE derives the $3.36 million from the TY 2012 authorized in D.12-11-051 for the Generation 

Planning Memorandum Account.1722  

FERC Account 549 – Miscellaneous Other Power Generation Expenses 

For FERC Account 549 non-labor expenses, SCE forecasts the 2006 authorized amount, 

not the most recent audited balance from the memorandum account.  Thus, SCE has not 

“continued to demonstrate that tracked expenses are associated only with authorized support 

functions” as directed by the Commission.1723  FERC Account 549 may contain the audited or 

                                              
1717 Ex. ORA-21, p. 12. 
1718 Ex. ORA-21, p. 12, Table 21-4. 
1719 See Ex.  SCE-9, p. 47. 
1720 Ex. ORA-21, p. 11. 
1721 Ex. ORA-21, p. 12 citing Ex. SCE-9, Pt. 1, Workpapers, p. 204. 
1722 Ex. ORA-21, p. 12 citing Ex. SCE-9, Pt. 1, Workpapers, p. 240-244. 
1723 D.12-11-051, p. 78. 
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“tracked” balances from the memorandum account that the Commission authorized for rate 

recovery.  However, for purposes of rate recovery, this account should not contain unaudited 

amounts from previous test years without SCE showing that tracked expenses are associated only 

with authorized support functions.  SCE’s TY forecast exceeds the 2011 and 2012 adjusted 

recorded amounts by more than 25%.1724  Absent an audit of the most recent memorandum 

account balances and the demonstration of tracked expenses, ORA recommends that SCE’s 

recycled “forecast” of $3,356,000 (2012 dollars) for non-labor from 2006 be rejected for 

ratemaking purposes at this time. 

In Rebuttal, SCE asserts that it “is simply requesting non-labor expense in Generation 

Planning consistent with the TY 2006, 2009, and 2012 GRC decisions.”1725  This does not 

address ORA’s conclusions that 1) the 2006 value is outdated, 2) it has not been tracked or 

audited for the purposes of this proceeding as directed in the 2012 GRC decision, and 3) that the 

2006 derived value is more than 25% above SCE’s Recorded, Adjusted amounts for 2011 and 

2012. 

ORA continues to recommend that the Commission authorize no more than $1.627 

million (in 2012 dollars).1726  

12.4. Regulatory Operations and Regulatory Policy & Affairs 

ORA stipulated to $14.139 million for Labor and $2.144 million for non-labor (2012 

dollars).1727 

13. Ratemaking 

ORA has no comments on this issue. 

14. Jurisdictional Issues 

Jurisdictional allocation methodology was litigated and resolved in SCE’s 2003 GRC.  

Although ORA recommended the use of the three factors to determine the FERC/CPUC 

allocation   (labor expense, operation and maintenance expense, and plant additions), the 

Commission, in (D.04-07-022)  adopted Edison’s methodology using only labor costs.   What 

                                              
1724 Ex. ORA-21, p. 7 and Table 21-3. 
1725 Ex. SCE-25, p.24. 
1726 Or $1.755 million in nominal dollars. (Ex. ORA-21, p. 12, Table 21-4.) 
1727 Ex. ORA-57-R, first page. 
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remains for each subsequent GRC is for Edison to update the T&D study using the most recent 

recorded data and for Edison to accurately represent the split in thousands of lines in the results 

of operation model.   

ORA reviewed Edison’s workpapers supporting the T&D study and the calculation of the 

jurisdictional allocation factors, and does not object, generally, to using these factors in this 

GRC.1728  While ORA agrees that the jurisdictional allocation factors derived from the approved 

methodology in D.04-07-022 should be used to allocate costs between FERC jurisdiction 

(California Independent System Operator (CAISO) facilities) and CPUC jurisdiction (non-

CAISO facilities), it also came to the attention of some of ORA’s subject area witnesses 

reviewing SCE’s Transmission and Distribution Business Unit testimony, workpapers, and RO 

Model entries, that the allocation factors were not being properly applied in some areas. 

In Rebuttal, SCE says that, in Exhibit ORA-8 and Exhibit ORA-10, ORA’s witnesses 

made “inappropriate jurisdictional adjustments.”1729  ORA disagrees.  As discussed above in 

Section 6 of this Brief, and in the ORA testimony, ORA witnesses made jurisdictional 

allocations of their own when it became apparent that SCE had either 1) not correctly applied the 

appropriate jurisdictional split or 2) not allocated labor costs (i.e. Westminster Labs).  

Although SCE explained in discovery that “ISO control”1730 is, generally, the guiding 

principle for allocation, ORA is recommending a refinement to the labor allocation methodology 

where Westminster Lab is concerned.  The ISO does not “control” the Westminster Lab.  The 

“ISO control” principle produces an unreasonable result for the research efforts at Westminster 

Lab.  This labor allocation “principle” would suggest that even if 100% of the research 

performed at the facility was related to the transmission operations, compliance and analysis, 0% 

of the capital investment in the facilities would be allocated to federal rates.  As a research and 

development facility, there is a percentage of the labor costs dedicated to ISO/federal 

compliance, operations and study1731.  Edison’s 0% allocation of Westminster investments to 

federal rates in this proceeding is unreasonable.  Edison should be required to calculate the % of 

labor hours spent at Westminster studying or analyzing the transmission system and allocate that 

                                              
1728 Ex. ORA-2, p. 8. 
1729 Ex. SCE-26, vol. 1, pp. 30-32.  
1730 ORA -10 workpapers pages 18-24. 
1731 SCE-10 page 14 lines 9-13; page 16 lines 10-11; page 17 lines 20-22. 
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percentage to federal rates.  The suggested improvements are consistent with D. 04-07-022 and 

should be adopted.  

15. Sales and Customer Forecast 

SCE and ORA both rely upon econometric models to forecast SCE’s new meter 

connections, customers and electric sales for 2013, 2014 and TY 2015. The econometric models 

forecast electric sales and customers as a function of electric rates faced by the various end-users, 

and economic/demographic conditions in SCE’s service area.1732 SCE’s and ORA’s 

recommendations for forecast sales and customers are presented below.   

New Meter Connections  -- Residential 

SCE’s forecast for New Meter Connections – Residential is 27,758 new meters in 2013, 

38,463 in 2014, and 51,238 in TY 2015.1733  ORA’s residential new meter forecasts are 21,840 in 

2013, 26,465 in 2014, and 29,560 in the Test Year.1734 

In this GRC, SCE forecasts residential meter connections as a function of housing starts 

(SCESTART) and a series of monthly variables.1735  In the last rate case, SCE used new building 

permits instead of housing starts. SCE did not explain in its testimony or workpapers why it 

changed its methodology from the last rate case to this one.1736 

 In this GRC, SCE used a regression model primarily based on a second degree 12 -

month lagged Polynomial Distributed Lag (PDL) model 1737 of housing starts to forecast new 

residential meter connections.1738  The regression model also included monthly variables such as 

an indicator whose value was 1 for certain months, and other dummy variables.1739  SCE’s 

model’s estimates were based on monthly housing start data over the period January 1997 

through February 2013 1740 This clarification of the historical basis for SCE’s residential new 

                                              
1732 Ex. ORA-3, p. 2. 
1733 Ex.SCE-26, Vol. 2, p. 34. 
1734 Ex. ORA-3, p. 1. 
1735 Ex. SCE-10, Vol. 1, Chapter V, Pt. 1, p. 55. 
1736 In Rebuttal, SCE says that it “explained its methodology change” and then cites to a data request response it 
provided to TURN.  (Ex. 26, Vol. 1, p. 36.) 
1737 For more information regarding PDL regression models see Appendix C of Exhibit ORA-3. 
1738 Ex. ORA-3, p. 3, citing Ex. SCE-10, Vol. 1, Chapter 5, Pt. 1, Workpapers, p. 54. 
1739 Dummy variables are variable whose values are either 0 or 1. 
1740 Ex. ORA-3, p. 4 citing SCE’s response to ORA data request DRA-228-MRK, Q.1.a and 1.b. This data request 
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meter model is necessary, since SCE’s workpapers indicate that the sample has a beginning date 

of January 1998.1741 

SCE’s residential meter model parameters and statistics1742 include the 

PDL(SCESTART) coefficient of .0218 and its standard error, which SCE regards as indicative 

that its PDL specification is adequate. SCE explains its position as follows: 

The coefficient of .0218 with standard error of .0005 simply 
indicates that SCE’s PDL specification is significant and therefore 
meaningful. 1743 

 

In this response, SCE did not address ORA’s question, which asked that SCE provide 

some insight as to how the numbers .0218 with standard deviation .0005 were derived or 

computed. In response to another ORA data request, SCE said: 

“SCE does not have deep knowledge of the computation 
algorithms EViews employs to derive PDL(SCESTART). It is well 
possible that EViews utilizes both SCESTART and other variables 
in the model to derive the PDL(SCESTART) variable.”1744 

 

Despite four separate data requests,1745 SCE did not provide any indication of how 

EViews computed the PDL statistics on which SCE bases its assessment that its residential new 

meter PDL model, and all its other PDL models, are “significant and therefore meaningful.” In 

its response to the last data request, SCE agreed that the PDL variable(SCESTART) is one of the 

functions “that is consistent with common practice among forecasters and the resulting 

estimation can be replicated with other economic software packages such as SAS.”1746  

                                                                                                                                                  
was directed to SCE’s PDL residential new customer model, but SCE treats all its PDL models in the same way. 
Thus the workpapers present the sample period for all of SCE’s PDL models in a way that indicates a shorter 
historical basis for SCE’s analysis than what SCE actually used.  
1741 Ex. ORA-3, p. 3 citing Ex. SCE-10, Vol. 1, Chapter 5, Pt. 1, Workpapers, p. 54. 
1742 Ex. ORA-3, p. 4 citing Ex. SCE-10, Vol. 1, Chapter 5, Pt. 1, Workpapers, p. 54. 
1743 Ex. ORA-3, p. 4 citing SCE’s response to DRA-83-MRK Follow-up, Q.3. 
1744 Ex. ORA-3-WP, Vol. 1, p. 160, SCE’s response to DRA-286-MRK, Q.2b. 
1745 Ex. ORA-3, p. 4, footnote 12:  ORA data requests DRA-83-MRK, DRA-286-MRK, DRA-317-MRK, Q.3a, 3.b, 
and 5.b, and DRA-328-MRK, Q.1b. 
1746 Ex. ORA-3, p. 4, citing SCE response to DRA-328-MRK, Q/A 1a. 
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However, in response to another question in the same data request, SCE stated that ”The 

EViews PDL variable (SCESTART) will not be reproduced identically in SAS,1747” in seeming 

contradiction to its answer to the first question, thus leaving unresolved how ORA could confirm 

the calculations by which SCE determined the adequacy of its residential new meter model.1748  

Another shortcoming in SCE’s documentation of its PDL models is illustrated in Table 

12 of SCE’s workpapers, entitled ”Residential Meter Connection Model Variable 

Description.”1749  According to its title, the table is supposed to list the variables that SCE used 

to estimate its residential meter connection model. SCE lists the variable PDL(SCESTART) in 

this table, rather than the variable SCESTART supplied by Global Insight and Moody’s. The 

variable PDL(SCESTART) was accompanied by the description: “Polynomial distributed lag of 

housing starts. Source Global Insight & Moody’s”.1750 This attribution for the source of the 

PDL(SCESTART) variable is somewhat confusing in view of SCE’s previously cited response: 

“It  is well possible that EViews utilizes both SCESTART and other variables in the model to 

derive the PDL(SCESTART) variable.”1751 

If SCE were correct in listing the variable PDL(SCESTART) in Table 12 of its 

workpapers, then PDL(SCESTART) would also appear in the table titled ”Residential Meter 

Connection Model Data”1752 which lists the monthly values of the “Residential Meter 

Connection Model Variables” that actually were input into SCE’s residential new meter model. 

However, PDL(SCESTART) does not appear in the latter table. Instead, SCESTART appears, as 

it should. ORA asked SCE to explain why SCE listed PDL(SCESTART) instead of the variable 

SCESTART in Table 12. SCE’s response was “SCE considers PDL(SCESTART) as an 

independent variable.”1753 

Based on the responses supplied by SCE regarding the PDL(SCESTART)  variable and 

their coefficient, ORA has come to the conclusion that: 

                                              
1747 Ex. ORA-3-WP, Vol. 2, pp. 227 and 228:  SCE responses to DRA-328-MRK, Q/A 1a and Q/A 1b. 
1748 Ex. ORA-3, p. 4. 
1749 Ex. ORA-3, p. 4 citing Ex. SCE-10, Vol. 1, Chapter V, Pt. 1, Workpapers, p. 55. 
1750 Ex. SCE-10, Vol. 1, Chapter V, Pt. 1, p. 55. 
1751 Ex. ORA-3, p. 4 citing SCE’s response to ORA data request DRA-286-MRK, Q. 2b. 
1752 Ex. ORA-3, p. 5 citing Ex. SCE-10, Vol. 1, Chapter V, Pt. 2, Workpapers, p. 161. 
1753 Ex. ORA-3, p. 5 citing SCE’s response to DRA-286-MRK, Q. 1.d. 
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 SCE listed the source of the PDL(SCESTART) variable as Global Insight and 
Moody’s, whereas EViews actually computed the monthly variable identified 
as the PDL(SCESTART) variable and used it as an independent variable in a 
regression equation to derive the PDL(SCESTART) coefficient .0218; 

 Regarding the PDL(SCESTART) variable and its associated coefficient which 
supposedly indicates the validity of SCE’s residential meter model, SCE does 
not display any precise understanding of how EViews computes either the 
PDL(SCESTART) variable or the PDL(SCESTART) coefficient. Nor has  
SCE pointed to any specific documentation of how EViews computes the 
PDL(SCESTART) variable or coefficient; and 

 SCE listed the PDL(SCESTART) variable in Table 12 “Residential Meter 
Connection Variable Description” without clarifying that PDL(SCESTART) 
was not computed by Global Insight or Moody’s and that it does not appear as 
a monthly variable in any of the printouts in its workpapers or spreadsheets 
supplied to ORA in accordance with the MDR; 

 

(4) SCE declares the PDL(SCESTART) coefficient “has no direct impact on the model 

forecast”, 1754 even though it puts the associated PDL(SCESTART) variable into a table that is 

supposed to list the variables that SCE used to estimate its residential meter connection model.  

SCE’s statistical PDL model for new residential meters did not fulfill a necessary 

statistical criterion relating to residual errors. When SCE fitted its model to the actual data, the 

residual errors were not consistent with White Noise1755 statistics as would be the case in a 

successful model.1756 This is evident in the White Noise Probability graph output that ORA 

produced in checking SCE’s results and which is included as Appendix A to Exhibit ORA-3. 

SCE’s PDL model used near and far point restrictions. This resulted in twelve 

coefficients, corresponding to the twelve lags.1757 These twelve coefficients are computed in 

terms of three statistically estimated parameters corresponding to the three coefficients of the 

second degree polynomial used in the PDL. The twelve coefficients are symmetric around the six 

                                              
1754 Ex. ORA-3-WP, Vol. 1, p. 73:  SCE’s response to ORA data request DRA-83-MRK, Q. 3. (Note that the 
coefficient PDL(SCESTART) corresponds to the temporary regressor variable also named PDL(SCESTART). 
1755 A White Noise time series is defined on page 357 of “Econometrics” by Baldi H. Baltagi, Springer-Verlag, 
Berlin, 2008, in the following manner: “White Noise, i.e. , purely random with constant mean and variance and zero 
autocorrelation.”  
1756 Ex. ORA-3, p. 6. 
1757 Ex. SCE-10, Vol. 1, Chapter V, Pt. 1, p. 54. 
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month lag (the midway point), on account of the near end and far end restrictions, and the six 

month lag coefficient is maximal.1758 

In order to achieve a model consistent with SCE’s for comparison purposes as well as 

having residual errors with acceptable White Noise statistics,1759 ORA replaced SCE’s twelve 

month PDL model with a six month lagged SCESTART independent variable. Using a simple 

time series model, ORA’s model residual errors have a satisfactory White Noise Probability 

graph.1760 

New Meter Connections -- Commercial 

SCE forecasts non-residential (commercial) meter connections as a function of residential 

new meters (RESMETER) and a series of monthly variables.1761 Non-residential new meters are 

modeled as a second degree 28 month lagged PDL model of new residential meters.1762 It 

follows that, in the forecast period from March 2013 to December 2017, SCE’s commercial new 

meter estimates reflect SCE’s forecast for new residential meters rather than forecasts supplied 

by an outside source such as Moody’s. Thus, if the Commission finds that SCE’s residential 

meter estimates are inflated in this forecast period, then SCE’s commercial meter estimates are 

even more inflated. 

For the non-residential class of service SCE forecasts 5,114 new meters in 2013, 6,542 

new meters in 2014 and 8,607 new meters in TY 2015. 1763  ORA’s non-residential new meter 

forecasts are 5,252 new meters in 2013, 5,947 new meters in 2014, and 6,943 new meters in TY 

2015.1764 ORA’s forecasts are based on a better statistical model than SCE’s, as indicated by the 

random character of its residuals.   

SCE’s non-residential new meter model is estimated using monthly data over the period 

January 1998 through February 2013, but SCE’s documentation states that the sample of 

                                              
1758 See Ex. ORA-3, Appendix C. 
1759 Page 357 of “Econometrics” by Baldi H. Baltagi, Springer-Verlag, Berlin, 2008, describes how statistical time 
series models are subjected to diagnostic checks. “One commonly used check is to see whether the residuals are 
White noise. If they fail this test, these models are dropped from the list of viable candidates.” 
1760 Ex. ORA-3, p. 6 and Appendix At. 
1761 Ex. SCE-10, Vol. 1, Chapter V, Pt. 1, p. 59. 
1762 For more information regarding PDL regression models see Appendix C of Ex. ORA-3. 
1763 Ex. SCE-26, Vol. 1, p. 34. 
1764 Ex. ORA-3, p. 1. 
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historical data used started on May 2000, twenty eight months past January 1998.1765 An 

unsuspecting outside party trying to verify SCE’s results might easily be working with a 

historical period that is two and a third years too short. 

SCE’s statistical PDL model for new commercial meters did not fulfill a necessary 

statistical criterion relating to residual errors. When SCE fitted its model to the actual data, the 

residual errors were not consistent with White Noise statistics as would be the case in a 

successful model.1766 This was evident in the White Noise Probability graph output that ORA 

produced in checking SCE’s results, included in Exhibit ORA-3 as Appendix B. 

SCE’s PDL model used near and far point restrictions. This resulted in twenty eight 

coefficients, corresponding to the twenty eight lags. These twenty eight coefficients are 

computed in terms of three statistically estimated parameters corresponding to the three 

coefficients of the second degree polynomial used in the PDL model. The twenty eight 

coefficients are symmetric around the fourteen month lag (the midway point) on account of the 

near end and far end restrictions, and the fourteen month lag coefficient is maximal.1767 

 In order to achieve a better model consistent with SCE’s for comparison purposes as 

well as having residual errors with acceptable White Noise statistics,1768 ORA replaced SCE’s 

twenty eight month PDL model with a fourteen month lagged RESMETER independent 

variable. Using a simple time series model, ORA’s model achieves a satisfactory White Noise 

Probability graph.1769   

ORA used SCE’s estimated residential new meter estimates to populate the fourteen 

month lagged RESMETER independent variable in the period from March 2013 to December 

2017. Thus, if SCE’s residential new meter estimates are too high, then that is reflected in 

ORA’s commercial new meter estimates.1770 

                                              
1765 Ex. SCE-10, Vol. 1, Chapter V, Pt. 1, p. 56. 
1766 Ex. ORA-3, p. 7. 
1767 See Ex. ORA-3, p. 7 and Appendix C. 
1768 Page 357 of “Econometrics” by Baldi H. Baltagi, Springer-Verlag, Berlin, 2008, describes how statistical time 
series models are subjected to diagnostic checks. “One commonly used check is to see whether the residuals are 
White noise. If they fail this test, these models are dropped from the list of viable candidates.” 
1769 See Ex. ORA-3, p. 8 and Appendix B. 
1770 Ex. ORA-3, p. 8. 
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ORA’s commercial new meter estimates are conservative inasmuch as ORA used SCE’s 

estimated residential new meter estimates to populate the fourteen month lagged RESMETER 

independent variable in the period from March 2013 to December 2017. When ORA reran its 

estimate using the SCESTART variable instead of the RESMETER variable, its forecasts for 

commercial new meters were significantly lower.1771 

Customers – Residential 

SCE forecasts residential customers as a PDL function of lagged residential housing 

starts and a series of monthly variables.1772  As noted above in connection with New Meter 

Connections, in the last rate case, SCE used new building permits and vacancy rates.  

SCE presents forecasts of residential customers for Los Angeles County, Orange County, 

Riverside, San Bernardino County, Ventura/Santa Barbara Counties and the rural counties (Inyo, 

Kern, Kings, and Mono Counties.) 1773 Total residential customers are the sum of the county 

level forecasts.  

Taking the forecast of Los Angeles County as an example, SCE modeled housing starts 

as a second degree 7 month lagged Polynomial Distributed Lag model PDL model for Los 

Angeles County housing starts (LASTART) and monthly variables. SCE’s model’s estimates 

were based on monthly housing start data over the period June 2000 to through December 2000, 

according to an SCE response to a data request.1774  SCE’s workpapers state that the sample of 

historical data used started on January 2001.1775  SCE explained its documentation as follows: 

The heading information is part of EViews’ output. To the extent 
that any party wants to gain a better understanding of the modeling 
results, SCE is willing to provide additional information upon 
request.1776 

 

                                              
1771 Ex. ORA-3, pp. 8-9. 
1772 See Ex. SCE-10, Vol. 1, Chapter V, Pt. 1, p. 51.  
1773 Ex. ORA-3, p. 9 citing Ex. SCE-10, Vol. 1, Pt. 2, Chapter V, Workpapers, pp. 1-74. 
1774 Ex. ORA-3, p. 9, citing SCE’s response to ORA data request DRA-228-MRK, Q.1.a and 1.b.  SCE treats all its 
PDL models in the same way. Thus the workpapers present the sample period for all of SCE’s PDL models in a way 
that indicates a shorter historical basis for their analysis than what SCE actually used.  
1775 Ex. SCE-10, Vol. 1, Chapter V, Pt. 1, p. 34. 
1776 Ex. ORA-3, p. 9, citing SCE’s response to DRA-286-MRK, Q.6.c. 
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Both in its last GRC and in this one, SCE documented its historical sample in this way, 

giving the impression that the historical sample period is shorter than it really is by the amount of 

lagged periods in the PDL model. This practice led to substantial confusion both in this rate case 

and the previous one.1777  Numerous data requests 1778 were required to clarify the situation, and 

ORA’s analysis was impeded. SCE’s stated willingness “to provide additional information upon 

request” did not mitigate this problem, since interested parties who accept at face value SCE’s 

documentation as to the historical basis for its analysis are unlikely to pursue what should be a 

simple matter. In fact, the historical basis of SCE’s PDL analysis was not a simple matter on 

account of the undocumented situation that it depended on the maximal lag of the PDL model. 

1779 

ORA did not prepare separate residential customer estimates. However, this does not 

mean that ORA supports SCE’s residential customer estimates. On the contrary, in its testimony, 

ORA encourages other parties who developed their own residential customer estimates to submit 

them. ORA does this on account of the problems with SCE’s documentation and because SCE 

has not demonstrated how EViews computed the statistics on which SCE bases its assessment 

that its PDL models are “significant and therefore meaningful.”1780  

In Rebuttal, SCE criticizes ORA’s models with regards to long term forecasting, 

statements in ORA’s testimony about SCE’s documentation, and ORA’s interpretation of SCE’s 

analysis.1781  As discussed in more detail below:  

 ORA’s model is certainly not restricted to short term forecasting, but is a valid 
forecasting tool, firmly based on sound statistical practice.  

 SCE’s testimony and subsequent data request responses did not adequately 
establish the statistical significance of its residential new meter model, since 
SCE relied on statistical computations it could not adequately document, and 

 SCE has not adequately justified its interpretation of its model’s results. 

 

                                              
1777 Ex. ORA-3, p. 10 citing e-mail sent April 10, 2014,  by Tom Renaghan who was ORA’s Sales and Customer 
witness  for SCE’s 2012 GRC re SCE’s 2012 workpapers, Ex. SCE-10, Vol. 1, Chapter 5,  pp. 31-42. 
1778 Ex. ORA-3, p. 10, citing SCE responses to ORA data requests DRA-83-MRK, DRA-155-MRK, DRA-195-
MRK, DRA-228-MRK, and DRA-286-MRK. 
1779 Ex. ORA-3, p. 10 citing SCE’s response to ORA data request DRA-228-MRK, Q.2. 
1780 Ex. ORA-3, p. 10. 
1781 Ex. SCE-26, Vol. 1, pp. 34-40. 
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With regards to long term forecasting, SCE criticizes ORA’s model by noting that it is an 

ARIMA model and claiming that ARIMA time series are inappropriate for forecasting new 

meter connections because such models should be used for short term, rather than long term, 

forecasting.1782  SCE justifies these claims by loosely quoting from a textbook by Dr. Alan 

Pankratz, excerpts of which SCE referred to in its response to an ORA data request.  According 

to SCE: 

Per Pankratz, the heavy emphasis on the recent observations in 
ARIMA models makes ARIMA models less suitable for long-term 
forecasts due to the lack of observed values as the forecast moves 
further away from the historical period.1783 
 

Additional excerpts from this textbook are in the record as Exhibit ORA-58.1784   The 

relevant passages are underlined on pages 4 and 5.  These clearly state that Dr. Pankratz used the 

term “ARIMA1785 model” in his book to stand for a model of a time varying variable whose 

future values depend only on its own past values and on no other information.  

Thus the arguments SCE extracted from page 10 of Dr. Pankratz’ textbook do not apply 

to ORA’s models, since ORA’s models for residential new meters involve other information 

such as housing starts. It is also relevant that SCE used ARIMA models similar to ORA’s in its 

2012 rate case.1786  The table on page 34 of SCE’s 2012 work papers summarizes SCE’s 2012 

Commercial Customer Model, which forecasts the dependent variable D(COMCUST), which 

stands for the difference of Commercial meters from one month to the next.  The table lists the 

regressor variables, the second of which is D(COMCUST(-1), which is the one month lag of the 

dependent variable D(COMCUST). Returning to Dr. Pankratz’ textbook, at page 10, just past the 

underlined sentence, Dr. Pankratz says: “For example, consider an ARIMA model where z(t) is 

related explicitly to the most recent value of z(t-1)…” As one continues reading, it becomes 

                                              
1782 Ex. SCE-26, Vol. 1, p. 35, lines 4-9.   
1783 Ex. SCE-66, Appendix D, p.D1-2, SCE Response to DRA-341-MRK, Q. 1.a..  
1784 Ex. ORA-58, excerpts from Pankratz, Forecasting with Univariate Box-Jenkins Models, 1983, pp. 4, 5, 8-11, 
18-21, and 260-263.  
1785 Autoregressive Integrated Moving Average. 
1786 Ex. ORA-59, p.5, SCE 2012 RO workpapers, at p.34. 
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apparent that SCE’s critique of ORA’s model in the present rate case could just as easily apply to 

SCE’s own Commercial Customer Model in SCE’s last rate case.1787   

With regards to SCE’s documentation of its residential new meter model, SCE asserts 

that “SCE provided support for its conclusion that the PDL (SCESTART) coefficient generated 

by EVIEWS and its standard error are significant and therefore meaningful.”1788  SCE goes on to 

say “Moreover, the PDL(SCESTART) variable is an intermediate variable that is not necessary 

for verifying the accuracy of SCE’s forecast.”1789    

It is impossible to reconcile the preceding statement in SCE’s Rebuttal with SCE’s 

previous data request response: “In EViews, the intermediate PDL term PDL(SCESTART) only 

serves as an indicator for how significant the PDL specification is. The coefficient of 0.0218 

with standard error of 0.0005 simply indicates that SCE’s PDL specification is significant and 

therefore meaningful.”1790  SCE’s Rebuttal just glosses over the fact that the statistical validity of 

SCE’s model relies on the results of a computation, whose functional form SCE does not know. 

The “coefficient of 0.0218 with standard error of 0.0005” is simply the model coefficient of the 

PDL (SCETART) variable and its corresponding model standard deviation. One cannot 

simultaneously say that a model specification is significant because a certain standard error is 

small, and that it is not necessary to know how to compute that very same standard error. 

And therein lies the problem.  SCE does not seem to know how to express the 

computation of that .0005 standard error in symbolic notation.1791  Nor does  SCE seem to know 

how to symbolically express the computation of the variable, sometimes referred to as the 

temporary regressor,1792 and sometimes as the PDL(SCESTART)) variable, whose model 

                                              
1787 Ex. ORA-58, SCE Response to DRA-341-MRK Q. 1.a, ‘However, even a model that does not explicitly specify 
ARIMA terms, may inappropriately emphasize most recent historical values, thereby creating the problems 
addressed by Pankratz.” 
1788 Ex. SCE-26, Vol. 1, p. 37, lines 2-4. 
1789 Ex. SCE-26, Vol. 1, p. 38, lines 4-5. 
1790 Ex. ORA-3-WP, Vol. 1, p. 75:  DRA-083-MRK Follow-up, Question 3.  
1791 However, SCE does know how to express the forecast equation for its residential meter connection model in 
symbolic equation in its response to Question 1 of Ex. SCE- 66. 
1792 Ex. ORA-3-WP, Vol. 1, p. 75, DRA-083-MRK Follow-up, Question 3, “The coefficient value of 
PDL(SCESTART) represents the coefficient of the temporary regressor”, ORA Cross Exhibit 1, page 73, DATA 
REQUEST DRA-083-MRK, Question 3, “SCE constructed its housing start data series “SCESTART using 
information provided by both Global Insight and Moody’s”,  ORA Cross Exhibit 1, page160, DATA REQUEST 
DRA-286-MRK, Question 2.b “SCE acknowledges PDL(SCESTART) is computed by EVIEWS automatically after 
the polynomial distributed lag is specified in SCE’s model. SCE does not have deep knowledge of the computation 
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coefficient has the .0005 standard error that SCE touts.   Pressing a button and letting E-Views 

software compute PDL(SCESTART), does not provide the symbolic notation for expressing this 

temporary regressor variable in terms of the monthly values of the “Residential Meter 

Connection Model Variables” that actually were input into SCE’s residential new meter 

model.1793  

Furthermore, SCE has compounded its documentation problem by listing, as one of the 

input variables to its model, the variable PDL(SCESTART) whose symbolic computation it has 

not presented, rather than the original SCESTART variable that was provided by Global Insight 

and Moody’s. 1794   

Further on in its Rebuttal, SCE states that “ORA refers to a data request response  in 

which SCE stated that it lacks “deep knowledge”  of how EViews computes these numbers.”1795  

SCE counters that “[t]his is not a valid criticism” because “SCE provided ORA with all the 

information that SCE has at its disposal documenting the EViews software.”1796  Unfortunately, 

SCE does not seem to have adequate information at its disposal.  

In its response to DRA-317-MRK Q.3.b,1797  SCE stated that “[t]he methodology used 

to calculate PDL coefficients is on page 23 and 24 of the documentation.” However, nowhere in 

these eight pages of the EVIEWS documentation,1798  is there is a functional equation describing 

how the PDL model coefficients of temporary regressors, such as the PDL(SCETART) variable 

and their corresponding PDL model standard errors, are computed. (ORA has tried 

unsuccessfully, to get such a functional equation analogous to the functional equations on page 1 

of Exhibit SCE 66.)  Nor is there any mention anywhere else in these eight pages of the EViews 

documentation (or in the rest of the EViews documentation sent to ORA) of any PDL coefficient 

                                                                                                                                                  
algorithms EViews employs to derive PDL(SCESTART). It is well possible that  EViews utilizes both SCESTART 
and other variables to derive the PDL(SCESTART) variable,” and footnote 86 on page 38 of SCE’s Rebuttal, where 
it states that the PDL(SCESTART) variable is essentially a combination of the lagged values of SCE ”housing start” 
variables. 
1793 Ex. ORA-3, p. 5 quoting from Ex. SCE-10, Vol. 1, Chapter V, Pt. 1, Workpapers, p. 55. 
1794 Ex. ORA-3-WP, Vol. 1, p. 73, SCE response to DRA-083-MRK, Q. 3. 
1795 Ex. SCE-26, Vol. 1, p. 37, lines 15-16 referring to SCE’s response to DRA-286-MRK, Question 2.b. 
1796 Ex. SCE-26, Vol. 1, p. 37, lines 17-20. 
1797 Ex. ORA-3-WP, Vol. 2, p. 202. 
1798 Ex. ORA-60, pdf file entitled ORA Cross Exhibit DRA-83.pdf.  (Note that page 23 and 24 are the first two 
pages of the eight pages of EVIEWS documentation that have been put into the pdf file.) 
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whose purpose is simply to evaluate the significance of the associated model, though other more 

standard PDL coefficients1799  are amply presented.1800  

With regards to the interpretation of its analysis, SCE argues in its Rebuttal that its 

regression estimates could be intuitively interpreted whereas ORA’s could not. SCE stated 

“Likewise, based, on SCE’s residential meter connection model estimation, the total impact 

housing starts have on the number of new meter connections in SCE’s service territory is about 

.7, reflecting an assumption that 70% of the forecasted number of housing starts will result in 

new meter connections .”1801  However, such a conclusion cannot be drawn for SCE’s PDL 

regression model unless SCE demonstrates that the statistical coefficients derived for the lagged 

values of SCE “housing start” variables do not depend on the values of the other regressors in 

any significant way.  

This was the purpose of ORA’s questions in DRA-347-MRK. In its response, SCE 

analyzed the interaction of the SCESTART6 variable with the indicators for January and 

February, which were two of the regressors it used in its residential new meter model.1802   SCE 

claimed that its results showed that the interaction was insignificant.  (The SCESTART6 variable 

is the SCESTART variable lagged six months.)  SCE did not explain why it picked the 

SCESTART6 variable to test for interaction rather than the PDL(SCESTART) variable which it 

should have used . As it stands, SCE’s test for interaction is irrelevant. If SCE had tested the 

interaction of the correct combination of the lagged variables of SCE ”housing start” variables 

that comprise PDL(SCESTART) with the indicators for January and February, then it would 

                                              
1799 SAS PDL software presents neither the model coefficients for the “temporary regressor”, nor their associated 
statistics, in its analysis output tables and has no mention of these quantities in its documentation. On the other hand, 
the standard model coefficients corresponding to all the regressors in the PDL model are well documented. The SAS 
PDL analysis output table for SCE’s residential meter model is presented in Ex. ORA-3 WP, Vol. 1, p. 378-379. The 
EViews PDL analysis output table for SCE’s residential meter model output table is presented in Ex. SCE-10 Vol. 1, 
WP, p. 54.  It coincides with the SAS table except for an extra line to display the results for the variable PDL 
(SCESTART.    
1800 See Ex. ORA-60. 
1801 Ex. SCE-26, Vol. 1, p. 35, lines 14-17. 
1802 Ex. ORA-63, pdf file titled DRA-347.pdf.  For DRA_347-MRK Q1.a, the pdf document truncates the variable 
name of the interaction so that (SCESTART6)*Jan is displayed as (SCESTART because the width of the column in 
the spreadsheet was too narrow in the spreadsheet originally sent to ORA. For DRA_347-MRK Q1.b, the pdf 
document truncates the variable name of the interaction so that (SCESTART6)*Feb is displayed as (SCESTART 
because the width of the column in the spreadsheet was too narrow in the spreadsheet originally sent to ORA.  
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have correctly derived the interaction of the SCESTART variable in a PDL regression with the 

indicators for January and February.  

However, SCE has given no indication thus far that it knows the correct combination of 

the lagged variables of SCE ”housing start” variables that comprise PDL(SCESTART), and the 

interaction of PDL(SCESTART) with the indicator variables JAN and FEB remains untested. 

Thus, the interpretation SCE wishes to give to its results remains unfounded. So once again, SCE 

has not adequately defended its model because it did not, and perhaps cannot, functionally 

compute the PDL (SCESTART) variable.  

During the evidentiary hearings, ALJ Dudney asked SCE to provide answers to three 

specific questions. SCE provided its answers in Exhibit SCE-66.  In the section entitled 

“Residual Diagnostics,” SCE refers to Figures I and II and states “From these Q-Q plots, one can 

see that the fitness of the residuals from SCE’s model and ORA’s model are similar.”1803  

With this statement, SCE seems to be moving away from basing its claims of statistical 

significance on the coefficient of the PDL (SCESTART) variable and taking another tack 

suggested by ORA’s testimony.  However it is now a little late in the game for SCE to base its 

claims of statistical validity on a new computation that affords ORA no opportunity to conduct 

discovery. Similarly, ORA cannot simply take SCE’s word for it that re-estimated “ORA's model 

over the shorter period (January 1998 to December 2005)"1804 correctly. 

In short, the sequence of events developed as follows:  (a) SCE provides its estimates, (b) 

ORA asks for more information, (c) the information provided by SCE is incomplete/ piecemeal/ 

inadequate.  (d) More requests for information from ORA are met with responses saying/ 

suggesting that SCE itself does not know how to explain its EViews results.  (e) SCE submits 

Rebuttal.  (f) SCE Rebuttal is non-responsive to ORA testimony, (f) the ALJ asks SCE to 

provide answers to specific questions,  (g) SCE provides additional information in response to 

ALJ questions, (h) ORA has had no time to conduct discovery on the additional information and, 

in particular, ORA cannot simply take SCE's word that it estimated ORA's model over the 

shorter period correctly.  

Based on the evidence, ORA recommends that the Commission adopt ORA’s forecasts 

for new meter connections.    

                                              
1803 Ex. SCE-66, p. 7. 
1804 Ex. SCE-66, p. 8. 
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Commercial Customers 

SCE models small commercial customers as a function of nine month lagged values of 

residential customers, a first difference of one month lagged values of commercial customers, 

and a series of monthly variables.1805 Specifically, the first difference of small commercial 

customers is regressed on one month lagged values of the first difference of small commercial 

customers and a nine month lag second order PDL of the first difference of residential customers 

and monthly dummy variables. 

SCE models large commercial customers as a function of a twenty four month lag second 

order PDL of commercial building square footage and a series of monthly dummy variables. 1806   

ORA has not prepared separate non-residential customer estimates. However, this does 

not mean that ORA supports SCE’s non-residential customer estimates.1807  

Industrial Customers 

SCE models the first difference of industrial customers as a function of lagged values of 

the first difference of industrial customers, a nine month lag PDL of manufacturing employment 

data and a series of monthly binary variables.1808  

ORA has not prepared separate industrial customer estimates. However, this does not 

mean that ORA supports SCE’s industrial customer estimates.1809 

Sales 

SCE relied upon econometric models to forecast electric sales to the residential, 

commercial, industrial, other public authority, agricultural, and street lighting classes of service. 

SCE uses employment per customer or per square foot to explain how electricity consumption 

varies in response to varying economic conditions. The econometric models rely upon historical 

monthly data to establish a statistical relationship between electric energy consumption and 

weather, average constant dollar electric rates and economic conditions in SCE’s service area. 

An important factor explaining forecast electric consumption is the growth in economic 

activity in SCE’s service area. SCE states that “The modest but steady growth in non-farm 

                                              
1805 Ex. SCE-10, Vol. 1, Chapter V, Pt. 1, p. 42. 
1806 Ex. SCE-10, Vol. 1, Chapter V, Pt. 1, p. 43. 
1807 Ex. ORA-3, p. 11. 
1808 The manufacturing employment data is modeled as a nine month PDL of degree one. 
1809 Ex. ORA-3, p. 11. 
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employment and housing starts between 2010 and 2012 appears to indicate that Southern 

California’s economy has entered a post-recession recovery, albeit a modest one. Consistent with 

the recent modest economic gains in the Southern California economy, SCE is forecasting a 

modest growth in sales of approximately 0.5% per year for 2013-2017.”1810 

ORA is not making a separate recommendation regarding SCE’s TY 2015 sales.1811 

16. Other Operating Revenue 

ORA stipulates to SCE’s Rebuttal total Other Operating Revenues figure of 

$201,242,000 for Test Year 2015.1812 

17. Cost Escalation 

ORA and SCE developed labor and non-labor escalation rates for Steam Production, 

Nuclear Production, Hydro Production, Electric Transmission, Electric Distribution, Customer 

Accounts, Customer Service and Information, Sales and Administrative and General. Both ORA 

and SCE relied upon forecasts taken from the IHS Global Insight Power Planner. ORA’s 

forecasts rely upon the Fourth Quarter 2013 IHS Global Insight Power Planner while SCE’s 

forecasts are drawn from the Fourth Quarter 2012 IHS Global Insight Power Planner. 

ORA has adopted SCE’s labor, non-labor and capital-related escalation methodology. 

ORA’s labor, non-labor and capital escalation rates differ from SCE’s labor, non-labor and 

capital-related escalation rates because ORA based its forecast on a more recent Global Insight 

Power Planner forecast. ORA recommends the Commission adopt ORA’s estimates as the most 

recent forecasts for labor, non-labor and capital escalation rates information. 

Finally, ORA recommends that the labor, non-labor, and capital escalation rates be 

updated in January 2015 in accordance with the Commission’s adopted General Rate Case plan.  

ORA’s recommendations are as follows: 

 For 2013, 2014, and TY 2015 ORA forecasts labor escalation rates of 
2.79%, 2.31 % and 2.59 %, respectively. SCE forecasts slightly higher 
escalation rates of 2.79 %, 2.36 % and 2.53 %. ORA’s annual 
escalation rates translate to a compound growth rate of 7.89 % for TY 
2015 while SCE annual rates translate to a compound growth rate of 
7.88 % for TY 2015. 

                                              
1810 Ex. SCE-10, Vol. 1, p. 57. 
1811 Ex. ORA-3, p. 12. 
1812 Ex. ORA-57-R. 
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 For steam generation non-labor escalation ORA forecasts 0.98 % for 
2013, 1.45 % for 2014 and 2.23 % for 2015.1813 SCE forecasts non-
labor escalation rates of 0.90 %, 1.74 % and 2.28 %, for 2013, 2014 
and 2015, respectively. On a compound basis ORA recommends a 
4.73 % escalation rate for this category while SCE recommends a 5.00 
% escalation rate for TY 2015. 

 For hydro generation ORA forecasts annual escalation rates of 0.22 %, 
1.50 % and 2.02 % for 2013, 2014 and 2015, respectively.1814 These 
annual rates result in a TY 2015 compound escalation rate of 3.78 %. 
SCE forecasts escalation rates of 0.15 % for 2013, 1.74 % for 2014 
and 2.28 % for 2015. SCE recommends a compound escalation rate of 
3.58 percent for TY 2015. 

 For other generation, ORA recommends an annual escalation rate of 
1.49 percent for 2013, 2.32 % for 2014 and 2.27 % for 2015. 
Compounding these annual rates results in a compound escalation rate 
of 6.20 percent for 2015. SCE recommends a compound escalation 
rate of 7.05 % for 2015. This compound rate is based on annual 
escalation rates of 1.72 %, 2.38 % and 2.79 % for 2013, 2014 and 
2015. 

 For electric distribution, ORA recommends an escalation rate of 1.24 
% for 2013, 1.28 % for 2014 and 1.93 % for 2015. For TY 2015 ORA 
recommends a compound escalation rate of 4.51 %. SCE recommends 
annual escalation rates of 0.72 %, 1.53 % and 1.96 %, respectively for 
2013, 2014 and 2015. On a compound basis SCE recommends a TY 
escalation rate of 4.26 %. 

 For electric transmission ORA recommends, respectively, non-labor 
escalation rates of 1.37 %, 1.91 % and 2.05 percent for 2013, 2014 and 
2015.1815 The compound recommended rate for 2015 is 5.42 %. SCE 
recommends annual escalation rates of 1.51 %, 1.98 % and 2.41 %, 
respectively, for 2013, 2014 and 2015. These annual rates result in a 
compound rate of 6.02 %. 

 For customer accounts ORA recommends escalation rates of 2.17 % in 
2013, 1.56 % in 2014 and 1.72 % in 2015. These annual rates yield a 
compound rate of 5.55 % in TY 2015. SCE recommends non-labor 
escalation rates of 1.00 % in 2013, 1.56 % in 2014 and 1.49 % in 2015 
for a compound rate of 4.11 % in 2015. 

 For customer service and information ORA recommends annual 
escalation rates of 1.46 %, 1.20 % and 1.72 %, respectively, for 2013, 

                                              
1813 Ex. ORA-4-A. 
1814 Ex. ORA-4-A. 
1815 Ex. ORA-4-A. 
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2014 and TY 2015. On a compound basis ORA recommends a 
compound escalation rate of 4.40 % in 2015. SCE recommends annual 
escalation rates of 0.82 % in 2013, 1.48 % in 2014 and 1.50 % in 2015. 
For TY 2015, SCE recommends a compound non-labor escalation rate 
of 3.84 %. 

 For sales expense, ORA recommends, respectively, annual escalation 
rates of 1.90 %, 1.19 % and 2.18 % for 2013, 2014 and 2015. These 
annual rates yield a compound escalation rate of 5.35 % for 2015.1816 
SCE recommends annual escalation rates of 1.29 % in 2013, 2.01 % in 
2014 and 1.87 % in 2015. These annual rates result in a compound 
escalation rate of 5.26 % in TY 2015.1817 

 For administrative and general, ORA forecasts annual escalation rates 
of 2.26 % in 2013, 2.41 % in 2014 and 2.99 % in 2015. For TY 2015 
ORA recommends a compound escalation rate of 7.87 %. SCE 
recommends a compound escalation rate of 8.13 percent in TY 2015. 
This compound rate is the product of annual escalation rates of 2.29 % 
in 2013, 2.72 % in 2014 and 2.91 % in 2015.1818 

 

ORA and SCE also developed capital-related escalation rates for Steam Production, 

Nuclear Production, Hydro Production, Other Production, Electric Transmission, Electric 

Distribution, Installed Meters and General Plant. Unlike, Steam Production, Nuclear Production, 

Other Production, Transmission, Distribution, and Installed Meters, the Common Plant index is a 

company-specific index.1819  Both ORA and SCE relied upon forecasts taken from the IHS 

Global Insight Power Planner. ORA’s forecasts rely upon the Fourth Quarter 2013 IHS Global 

Insight Power Planner while SCE’s forecasts are drawn from the Fourth Quarter 2012 IHS 

Global Insight Power Planner. 

 For Steam Production, ORA forecasts annual escalation rates of 4.49 
% for 2013, 1.01 % for 2014 and 2.01 % for TY 2015. These annual 
estimates yield a compound escalation rate of 7.67 % for 2015. SCE 
recommends annual escalation rates of 1.24 %, 1.56 % and 2.58 % for 
2013, 2104 and 2015, respectively. SCE recommends a compound 
escalation rate of 5.47 % for TY 2015. 

 For Nuclear Generation capital ORA recommends, respectively, 
annual escalation rates of 5.34 %, 1.50 % and 2.13 % for 2013, 2014 

                                              
1816 Ex. ORA-4, p. 3. 
1817 Ex. ORA-4, p. 3. 
1818 Ex. ORA-4, p. 3. 
1819 Ex. ORA-4, p. 4.   Section V of ORA-4 discusses the derivation of this index. 
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and 2015. The recommended compound rate for 2015 is 9.20 %. SCE 
recommends annual escalation rates of 1.65 % for 2013, 2.16 % for 
2014 and 2.73 % for 2015. Compounding SCE annual escalation rates 
yields a compound escalation rate of 6.69 % for TY 2015.1820 

 For Hydro Generation ORA recommends annual escalation rates of 3.29 % for 
2013, 2.13 % for 2014 and 2.15 % for TY 2015. The compound rate for TY 
2015 is 7.76 %. SCE recommends, respectively, annual escalation rates of 
2.07 %, 2.45 % and 2.78 % for 2013, 2014 and 2015. Taken together, this 
yields a recommended compound rate of 7.48 % for TY 2015. 

 For Other Production Plant capital escalation ORA recommends annual 
escalation rates of 3.31 %, 1.60 % and 2.21 % for 2013, 2014 and 2015. Over 
the 2013-2015 period this yields a compound escalation rate of 7.28 % for 
2015. SCE recommends an annual escalation rate of 3.25 % in 2013, 2.21 % 
in 2014 and 2.39 % in 2015, for a compound escalation rate of 8.05 % in 
2015. 

 For Transmission Plant, ORA recommends escalation rates of 2.32 % in 2013, 
1.72 % in 2014 and 1.93 % in 2015. The compound escalation rate for TY 
2015 is 6.09 %. SCE recommends annual Transmission Plant escalation rates 
of 1.62 %, 2.24 % and 2.67 %, respectively, for 2013, 2104 and 2015. These 
annual escalation rates yield a compound rate of 6.67 %. 

 For Distribution Plant, ORA recommends an annual escalation rate of 2.39 % 
for 2013, 1.53 for 2014 and 2.25 % for TY 2015. Taken together the annual 
rates yield a compound rate of 6.29 % for TY 2015. SCE recommends a 
compound Distribution Plant escalation rate of 6.99 % for TY 2015. This rate 
is based on annual escalation rates of 2.18 % in 2013, 2.49 % in 2014 and 2.12 
% in TY 2015. 

 ORA proposes annual escalation rates for the plant category Installed Meters 
of, respectively, 3.55 %, 5.05 % and 3.11 % for 2013, 2014 and 2015. 
Compounding these annual rates yields a compound escalation rate of 12.17 
% in TY 2015. SCE recommends annual escalation rates of 2.73 % in 2013, 
5.62 % in 2014 and 2.08 % in 2015, for a compound rate  of 10.76 % in TY 
2015. 

 For General Plant, ORA recommends annual escalation rates of 1.75 % in 
2013, 2.62 % in 2014 and 2.19 % in 2015. Compounding these annual rates 
yields a compound TY escalation rate of 9.59 % in TY 2015. SCE, on the 
other hand, recommends an annual escalation rate of 1.87 % for 2013, 2.23 % 
for 2014 and 2.28 % for 2015. Taken together these annual escalation rates 
yield a compound rate of 6.59 % for TY 2015.1821 

                                              
1820 Ex. ORA-4, p. 4. 
1821 Ex. ORA-4, p. 4. 
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17.1. Labor Escalation 

SCE’s historical labor escalation rates are based on company-wide estimates of Average 

Hourly Earnings (AHE’s). AHE’s are defined as hourly wages, including overtime, divided by 

hours worked. Hours worked, in turn, are defined: “as the sum of: (i) straight time hours, (ii) 

overtime hours multiplied by one and one-half, [and] (iii) double time hours multiplied by 

two.”1822  These historic AHE’s are then converted to indexes with a base value of one in 2012. 

For the 2013-2015 forecast period, SCE separates its employees into four categories, 

Physical Workers, Clerical Workers, Managers and Administrators, and Professional and 

Technical Workers. Wage increases for each group are coupled with indexes taken from the 

Global Insight Power Planner. Wage increases for the Physical and Clerical workforce are linked 

to the Global Insight Power Planner variable.1823  For a portion of the forecast period wage 

increases for these workers are determined by collective bargaining agreements between SCE 

and its Unions. SCE explains that: “For 2013 and 2014, SCE’s represented employees will 

receive a wage increase of 2.91 and 2.75 percent, respectively, based on the average of the two 

collective bargaining agreements for the International Brotherhood of Electrical Workers 

(IBEW) and the Utility Workers Union of America (UWUA).”1824 For these years, the union 

determined wage increases are used in place of the Global Insight Power Planner Index.1825  

For Managers and Administrators, wage increases are coupled with the Global Insight 

Power Planner Index, Employment Cost Index, Managers and Administrators. Wage increases 

for employees in the Physical and Technical category are coupled with the Global Insight Power 

Planner Index, Employment Cost Index, Wages and Salaries, Technical and Professional 

workers.1826 

To arrive at company-wide forecast wage increases, the wage increases for the four 

categories are weighted by the share of total wages represented by each employee category.1827 

                                              
1822 Ex. SCE-10, Vol. 1, Ch. VII, p. 74. 
1823 Ex. ORA-4, p. 9. 
1824 Ex. SCE-10, Vol. 10, Ch. VII, p. 74. 
1825 Ex. ORA-4, p. 9. 
1826 Ex. ORA-4, p. 9. 
1827 Ex. ORA-4, p. 10. 
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For this GRC, ORA has adopted SCE’s escalation methodology. In SCE’s last General 

Rate Case GRC filing, ORA recommended substituting SCE’s union negotiated wage increases 

with the Global Insight Index. The Commission, however, rejected this approach.1828 In this 

proceeding ORA has incorporated SCE’s union negotiated wage increases of 2.91 % and 2.75 % 

for 2013 and 2014 along with 2015 2.75 % wage increase negotiated between SCE and the 

UWUA for 2015. ORA notes that the fourth quarter 2013 Global Insight Power Planner forecasts 

nationwide wage increases for Electric Power Generation, Transmission, Distribution workers of 

2.50 % in 2014 and 2.30 % in 2015. In short, SCE’s union negotiated wage increases for the 

2013 – 2015 forecast horizon are very similar to the fourth quarter Global Insight projections for 

this employee category.1829   

ORA forecasts annual labor escalation rates of 2.79 % for 2013, 2.31 % in 2014 and 2.59 

% for TY 2015. 

17.2. Non-Labor 

SCE’s historical and forecast non-labor escalation rates are based on indexes taken from 

the IHS Global Insight Power Planner. The indexes in the Global Insight Power Planner parallel 

the Federal Energy Regulatory Commission (FERC) Uniform System of Accounts, 1830  with the 

exception of health care. 

SCE says that “Because SCE treats health care cost trends separately, the effect of health 

care changes is removed from the non-labor escalation rates shown in this chapter.  This was 

done by requesting adjusted A&G non-labor or escalation rates from Global Insight…that 

specifically exclude the effect of health care cost escalation.”1831  

In the FERC Uniform System of Accounts health care costs are included in Account 926. 

First, Global Insight revised the FERC account 926 index to remove the impact of health care 

costs. The final step was to reweight the Global Insight indexes which proxy A&G operations 

costs.1832  

                                              
1828 D.12-11-051, mimeo, p. 598. 
1829 Ex. ORA-4, p. 11. 
1830 Ex. ORA-4, p. 11. 
1831 Ex. SCE-10, Results of Operations, Vol. 1, Ch. VII, p. 77. 
1832 Ex. ORA-4, p. 12. 
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ORA relied upon the same non-labor escalation methodology as did SCE. ORA, 

however, relied upon a more recent IHS Global Insight Power Planner forecast than did SCE. 

Specifically, ORA relied upon the fourth quarter 2013 IHS Global Insight Power Planner while 

SCE’s forecast was taken from the earlier fourth quarter 2012 IHS Global Insight Power Planner. 

17.3. Capital Escalation 

SCE presents capital related escalation rates for the following plant categories: Steam 

Generation, Nuclear Generation, Hydro Generation, Transmission Plant, Distribution Plant, 

Installed Meters, and General Plant. With the exception of General Plant, historical escalation 

rates are based on the Handy-Whitman Construction Cost Indexes for the Pacific Region and 

forecasted plant escalation rates are taken from the fourth quarter IHS Global Insight Power 

Planner.  The General Plant capital cost index is an SCE constructed variable.1833 

ORA has adopted SCE’s methodology. As in the case of labor and non-labor escalation, 

ORA’s results reflect the use of a more recent IHS Global Insight Power Planner forecast. 

Specifically, for Steam Generation, Hydro Generation, Nuclear Generation, Palo Verde, Other 

Generation, Transmission, and Distribution ORA relied upon the fourth quarter 2013 IHS Global 

Insight Power Planner. For the General Plant index ORA relied upon the April 2014, IHS 

Review of the U.S. Economy.1834 

17.4. Palo Verde Escalation 

SCE has a partial financial stake in the Palo Verde Nuclear Generating Station and 

recently sold its share of the Four Corners Generating Station. Both plants are operated by 

Arizona Public Service (APS). To escalate the labor and non-labor costs associated with these 

plants SCE develops blended labor and non-labor escalation rates for these plants. The labor and 

non-labor weights are based on the relative shares of labor and non-labor expenses associated 

with SCE’s share of operating costs for these plants. As SCE explains: “The current labor-

weighting for Palo Verde is 57.06%; the non-labor weighting is 42.94%”1835 

For the forecast period 2013-2015, ORA forecasts a Palo Verde blended escalation rate of 

1.96 % in 2013, 1.12 % in 2014 and 2.43 % in TY 2015. On a compound basis, ORA 

recommends a blended Palo Verde escalation rate of 5.6 %. SCE forecasts blended escalation 

                                              
1833 Ex. ORA-4, p. 14, See also Table 4-8. 
1834 Ex. ORA-4, p. 15. 
1835 Ex. SCE-10, Results of Operations, Vol. 1, Ch. VII, pp. 76-77. 
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rates of 1.79 %, 2.16 % and 2.40 %, respectively, for 2013, 2014 and 2015. For TY 2015, SCE 

recommends a compound escalation rate of 6.50 %.1836 

18. Post Test-Year Ratemaking 

In its Application, SCE seeks Commission authorization for an attrition mechanism 

which would yield estimated General Rate Case (GRC) revenue increases totaling $321 million 

(or 5.5%) in 2016 and $330 million (or 5.3%) in 2017, or revenue requirement levels of $6.181 

billion in 2016 and $6.511 billion in 2017.  In contrast, ORA proposes net increases of $98.2 

million (or 1.9%) in 2016 and $121.1 million (or 2.3%) in 2017.1837  SCE’s annual attrition year 

requests greatly exceed the revised proposed TY 2015 revenue requirement increase of $142 

million.1838  

Background 

Before 1982, the base revenue requirement was generally adjusted only during General 

Rate Case proceedings.  In the period between GRC proceedings, base rates would not change, 

but the utilities received additional income from customer growth.   

Post-test  year, or attrition, rate adjustments were implemented in the early 1980’s 

primarily because of the unprecedented high inflation and lower rates of customer growth and 

sales in the late 1970’s and early 1980’s.  Since the mid-1980’s, inflation has generally declined 

to more modest historical levels.  The utilities have also had various forms of revenue balancing 

account protection from sales fluctuation.  Additionally, utility fuel-related costs that had high 

volatility, and over which utilities have limited control, were removed from base rates and are 

now recovered through separate mechanisms with balancing accounts. 

The GRC proceeding is used to periodically review and set reasonable rates for utilities 

for a specific test year, in this case, 2015.  For the period between GRC proceedings, the 

Commission has, in some cases, granted attrition-type increases and in other cases has not.  In 

the past, the Commission has stated: 

The attrition mechanism is not an entitlement.  Nor is it a method 
of insulating the company from the economic pressures which all 

                                              
1836 Ex. ORA-4, p. 16. 
1837 Ex. ORA-25, p. 1. 
1838 Ex. SCE-26, Vol. 1, p. 4, ln. 4. SCE’s rebuttal testimony also revised SCE’s attrition requests down to $300.9 
million for 2016 and $314.7 million for 2017. 



371 

business experience…Neither the Constitution nor case law has 
ever required automatic rate increases between general rate case 
applications.1839  

For example, in PG&E’s TY 1999 GRC decision, the Commission denied attrition 

increases for year 2000.  In D.02-02-043, the Commission granted PG&E a 2001 attrition 

increase of approximately $151 million.  In D.03-03-034, however, the Commission denied 

PG&E’s attrition increase request for 2002.  It is clear that utilities are not automatically entitled 

to attrition rate increases between rate cases even though the Commission has included 

provisions for Post Test Year rate relief in some GRC decisions. 

In SCE’s TY 2012 GRC decision, the Commission reiterated comments from the SCE’s 

2009 GRC about PTY capital forecasting: 

We find our comments in 2009 to still be applicable: 

As we repeatedly observed in prior decisions, there is a 
fundamental problem with budget-based ratemaking that boils 
down to the fact that budgets are not always implemented as 
planned.  In addition, no party other than SCE provided or 
analyzed detailed post-TY plant addition forecasts in determining 
increases.  We cannot fault other parties for not recommending 
detailed PTYR budgets… [it] imposes a significant burden on 
resources.1840 

 

ORA’s post-test year ratemaking (“PTYR”) proposals are made with this guidance 

in mind. 

SCE’s Proposed Post-Test Year Ratemaking Mechanisms  

SCE proposes to file attrition adjustment requests for 2016 and 
2017 by advice letter.  According to SCE, it will “…file an annual 
PTYR mechanism advice letter by November 1, 2015 for 2016 
post-test year ratemaking and November 1, 2016 for 2017 post-test 
year ratemaking, consistent with current procedure.  This advice 
letter will specify the revenue requirement adjustment for O&M 
escalation and changes in capital-related costs.”1841 

                                              
1839 52 CPUC 2d  471, 492; D.93-12-043. 
1840 D.12-11-051, p. 606, citing D.09-03-025.  D.12-11-051, p. 608 summarizes PTYR mechanism features adopted 
by the Commission for SCE’s TY 2012 GRC. 
1841 Ex. SCE-14, Attach. 16, p. 110. 
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SCE’s Proposed O&M Expense Escalation 

For the 2016 and 2017 post-test years, SCE wants the Commission to adopt a 

methodology that is essentially similar to the one SCE requests for determining Test Year 2015 

escalation rates for labor and non-labor O&M expense.  SCE proposes the following:1842 

 Using the latest Global Insight projections of escalation rates available 
on October 1 of the year in which the PTYR advice letters filings are 
made. 

 Using the latest available escalation rates, but previous forecast errors 
would not be recovered or refunded. 

 Incorporating actual union wage increases and target wage increases 
for non-represented employees into the 2016 and 2017 PTYR advice 
letters should such increases be granted prior to the adoption of a 
Phase 1 decision of the GRC. 

 Using an 8.0% escalation rate in 2016 and 2017 for SCE’s medical 
program costs and Post-Retirement Benefits Other than Pensions 
(PBOPs), and using various labor and non-labor escalation rates for 
other benefit costs (e.g., dental and vision plans, disability programs, 
group life insurance, etc.).1843 

 

SCE’s Proposed Capital-Related Cost Increases 

SCE’s proposed attrition mechanism includes capital additions associated with a budget-

based forecast of capital expenditures, totaling approximately $3.789 billion in 2016 and $3.863 

billion in 2017. 1844  SCE also proposes that “…the associated revenue requirements be subject to 

refund if our capital spending budgets are not fully implemented.”1845  SCE proposes to create a 

one-way balancing account that refunds any over-estimate of the revenue requirement associated 

with its forecast 2016 and 2017 capital additions, including the cost of removal; the balancing 

account calculations would be cumulative over the combined 2-year period.  This is similar to 

the method adopted in D.04-07-022 for SCE’s 2003 GRC.1846 

                                              
1842 Ex. SCE-14, Attach. 16, pp. 111-113. 
1843 Ex. SCE-14, Attach. 16, p. 113, Table X-38. 
1844 Ex. ORA-25, p. 6, citing Ex. SCE-14, workpapers, Attach 16, p. 1. 
1845 Ex. SCE-14, Attach. 16, p. 113. 
1846 Ex. SCE-14, Attach. 16, p. 113, fn. 105. 
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SCE’s Proposed Treatment of Major Exogenous Cost Changes 

SCE’s current PTYR mechanism allows the utility to seek recovery of costs associated 

with exogenous events (Z-Factors) that result in a major cost impact for SCE.  SCE indicates that 

it is “…at risk for events that do not have a financial impact of more than $10 million.  In 

addition, there is a $10 million ‘deductible amount’ applied on a one-time basis to the first year’s 

revenue requirement associated with any approved Z-Factors.  Costs associated with two named 

contingencies, new municipal utility formation and Public Utilities Code Section 463 projects, 

are treated as Z-Factors but without the $10 million threshold or the $10 million deductible.”1847  

SCE also says that although neither SCE or ORA “…have identified any proposed Z-Factors 

since SCE’s 2003 GRC was decided, the Z-Factor mechanism has nonetheless provided the 

assurance that a clear process is in place to deal with unanticipated major variations in SCE’s 

costs.”1848 

SCE proposes that the existing Z-Factor mechanism be continued in this rate case.   
 

SCE’s Other Proposed Post-Test Year Ratemaking Requests 

In D.04-07-022, the Commission concluded that if SCE’s attrition revenue requirement 

increase exceeded $150 million in either year, SCE would be required to submit an application, 

rather than an advice letter, for that year.1849  SCE requests that the Commission not require SCE 

to submit another application in 2015 or 2016 to reapprove its proposed PTYR mechanism. 

SCE asserts that “[i]n SCE’s 2009 GRC, the Commission adopted a simplified post-test 

year mechanism that simply increased SCE’s revenue requirement in 2010 and 2011 by specified 

percentages.  However, according to SCE, that approach contained a methodological error 

because the Commission’s calculations overlooked SCE’s year end 2008 balance of Construction 

Work in Progress (CWIP).”1850  SCE made similar claims in its 2012 GRC.1851 

                                              
1847 Ex. SCE-14, Attach. 16, p. 114. 
1848 Ex. SCE-14, Attach. 16, p. 114. 
1849 Ex. SCE-14, Attach. 16, p. 114. 
1850 Ex. SCE-14, Attach. 16, p. 115. 
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SCE devotes another six-and-a-half pages of testimony criticizing the Commission’s 

decision in the 2009 GRC until it finally proposes that, in this GRC, the Commission should 

adopt the same capital-related PTYR mechanism that was adopted in the 2003 GRC: 

…in our 2003 GRC the Commission adopted a post-test year approach that allowed us to 

include the capital costs associated with our budget-based forecast, with the revenue requirement 

subject to refund if we under-spent capital relative to the authorized forecast.  We continue to 

believe this 2003 GRC approach was ultimately the most fair, both to our customers and to our 

investors, because it most accurately reflects our actual cost of service over the three-year GRC 

cycle.  I urge the Commission to return to that approach in this 2016 [sic] GRC.”1852 

That is, SCE proposes a one-way balancing account that refunds any over-estimate of the 

revenue requirement (cumulative over the 2-year period) associated with its forecasted 2016 and 

2017 capital additions, including the cost of removal. 

Finally, SCE says that “…[a]nother flaw in the 2009 adopted post-test year ratemaking 

mechanism was its treatment of Other Operating Revenues (OOR).  OOR arises from various 

services such as late fees, in which individual customers provide revenues to offset SCE’s 

revenue requirement…”1853   

SCE goes on to claim that D.09-03-025: 

…did not authorize SCE to increase any of those fees to provide for additional revenues.  

In other words, the decision’s post-test year mechanism implicitly assumed SCE would be able 

to increase tariffed OOR by 4.25 percent in 2010 and 4.35 percent in 2011 but did not authorize 

any increase in the fees that generate that OOR.  In 2010 this disconnect created a $5 million 

shortfall between the adopted post-test year method and the revenues from fees for tariffed 

services, an amount that grew to $10 million in 2011.1854   

                                                                                                                                                  
1851 Ex. ORA-25, p. 8. 
1852 Ex. SCE-14, Attach. 16, p. 120. 
1853 Ex. SCE-14, Attach. 16, p. 121. 
1854 Ex. SCE-10, Vol. 01, p. 112, lines 5-10. 
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SCE recommends that “…the post-test year ratemaking mechanism the Commission 

adopts in this 2015 GRC should avoid this kind of methodological inconsistency.”1855 

ORA’s Primary Post-Test Year Recommendations 

 ORA does not oppose a PTYR mechanism in 2016 and 2017 that provides SCE with 

some reasonable level of attrition increases in its revenue requirement.  However, SCE’s 

estimated  post-test year revenue increases of $321 million (or 5.5%) in 2016 and $330 million 

(or 5.3%) in 2017 are excessive. 

ORA estimates post-test year net revenue increases of $98.2 million (or 1.9%) in 2016 

and $121.1 million (or 2.3%) in 2017.  These increases reflect DRA’s forecasts of $5.266 billion 

in revenue requirement for 2016 and $5.387 billion for 2017.1856  The Commission should adopt 

ORA’s recommendations in order to encourage SCE to manage costs, and to operate efficiently 

and productively between rate cases.  ORA’s recommended attrition mechanism uses the Urban 

Consumer Price Index (CPI-U) + 0.5% to increase the base revenues.1857 

The CPI is an “…easily identified index that shows [] what ratepayers are facing,”1858 and 

allows ratepayers themselves to gauge the effect of the increases on their own budgets.  In the 

current low inflation environment, CPI plus 0.5% is a fair balance of ratepayer and shareholder 

interests.1859 

In the past, ORA has supported and recommended using the CPI as a basis for 

determining post -test year revenue increases.  For example, in D.06-05-016, the Commission 

acknowledged that the CPI methodology had “...been recently adopted by the Commission in 

determining attrition for PG&E and SDG&E…” and that “...in those cases, the CPI methodology 

would provide reasonable results.”1860 

                                              
1855 Ex. SCE-10, Vol. 01, p. 112, lines 11-12. 
1856 See Ex. ORA-25 workpapers. 
1857 Ex. ORA-25, p. 11. 
1858 17 RT 1881, Burns/ORA. 
1859 See, 17 RT 1880-1882, Burns/ORA. 
1860 D.06-05-016,  pp. 301 and 303. 
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The revenue increases proposed by ORA are reasonable and consistent with recent 

attrition increases granted by the Commission to other California energy utilities, with one 

exception.  In contrast, the post-test year increases of 5.5% and 5.3% proposed by SCE 

significantly exceed the attrition increases granted to any California energy utilities during the 

past several years.  For example: 

 In D.07-03-044, the Commission adopted a settlement agreement in PG&E’s 
2007 general rate case, which increased PG&E’s revenue requirement for 
Electric Distribution, Gas Distribution, and Electric Generation by set 
amounts of $125 million per year from 2008 through 2010, which amounted 
to increases of about 2.5% per year.1861 

 In D.08-07-046, the Commission adopted a settlement agreement pertaining to 
SDG&E’s and SoCalGas’ 2008 general rate cases, which authorized attrition 
increases of approximately 3.1% per year from 2009 through 2011 for each of 
the two utilities.1862 

 In D.08-11-048, the Commission adopted a settlement agreement pertaining to 
Southwest Gas Corporation’s 2009 general rate case, which authorized annual 
attrition increases of 2.95% for the utility’s Southern California and Northern 
California Divisions.1863 

 In D.09-03-025, which addressed SCE’s 2009 general rate case, the 
Commission authorized post -test year increases of 4.25% in 2010 and 4.35% 
in 2011.1864 

 In D.09-10-041, the Commission adopted a settlement agreement pertaining to 
Sierra Pacific Power Company’s 2009 general rate case, which authorized a 
Post Test Year Adjustment Mechanism (PTAM).  The PTAM for 2010 and 
2011 was based on the September Global Insight “U.S. Economic Outlook” 
forecast of CPI less a 0.5% productivity factor.1865 

 In D.10-09-010, the Commission adopted a settlement agreement pertaining to 
PacifiCorp’s 2011 general rate case, which authorized a Post Test Year 
Adjustment Mechanism (PTAM).  The adopted PTAM was a continuation of 
the mechanism previously authorized for PacifiCorp in its 2007 GRC (D.06-
12-011), which was based on the Global Insight “U.S. Economic Outlook” 

                                              
1861 D.07-03-044,  pp. 2, 10 and 11. 
1862 D.08-07-046, Appendix 3 (for SDG&E) and Appendix 4 (for SoCalGas). 
1863 D.08-11-048, Settlement Attachment 7, Sheets 1 and 2. 
1864 D.09-03-025, pp. 305-306. 
1865 D.09-10-041, p. 9. 
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forecast of CPI with an off-setting productivity factor of 0.5% (CPI - 0.5%) or 
zero.1866 

 In D.11-05-018, the Commission adopted a settlement agreement in PG&E’s 
2011 GRC, which increased PG&E’s post-test year revenue requirement by 
set amounts of $180 million in 2012 and $185 million in 2013, which 
amounted to increases of about 3.0% per year.1867 

 In D.12-11-051, which addressed SCE’s 2012 GRC, the Commission 
essentially authorized attrition increases of 3.9% for 2013 and 5.7% for 
2014.1868 

 In D.13-05-010, which addressed the Sempra Utilities’ 2012 GRC, the 
Commission authorized attrition increases based on the CPI-U, plus 75 basis 
points.1869 

ORA’s recommendation of  2016-2017 attrition increases based on CPI-U plus  

0.5% reflects ORA’s consideration of the Sempra Utilities 2012 GRC decision, which 

adopted CPI-U plus an additional amount.  Use of CPI-U plus 0.5% would provide SCE 

with an increase of 1.9% for 2016 and 2.3% for 2017.1870 

ORA recommends the Commission adopt a post -test year mechanism based on 

CPI to give SCE an incentive to manage effectively its labor costs.  SCE’s wage 

escalation rates have steadily risen every year since 2008, always exceeding the Average 

Hourly Earnings – Utilities’ Index.1871   The 2008-2012 compounded escalation rate for 

SCE is 23.4%; for the Average Hourly – Utilities, he compounded rate is 17.7%. 1872   

                                              
1866 D.10-09-010, pp. 9-10. 
1867 D.11-05-018, p. 2. 
1868 D.12-11-051, p. 3, indicates that, for SCE, the Commission adopted revenue requirement levels of $5.671 
billion for 2012, $6.078 billion for 2013, and $6.426 billion for 2014.  Based on ORA’s calculations, this equates to 
revenue increases of $407 million (7.2%) in 2013 and $348 million (5.7%) in 2014.  However, excluding the $188 
million in revenues (see page 13, Table 6, line 3 of SCE’s Advice 2826-E, dated December 19, 2012) rolled in from 
SCE’s SmartConnect program beginning in 2013 (which were previously recovered through the Edison 
SmartConnect  Balancing Account, or ESCBA), the net post-test year revenue increase would have been $219 
million (3.9%) in 2013. 
1869 D.13-05-010,  p. 1010. 
1870 Ex. ORA-25, p. 13. 
1871 Ex. ORA-25, p. 13. 
1872 Ex. ORA-25, p. 14, Table 25-4. 
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During the period 2008-2014, SCE’s wage escalation rates have been more than 32% 

higher compared to the average hourly earnings for utilities.1873   

The post-test year ratemaking mechanism which ORA recommends relies on the 

CPI to determine revenue increases, and implicitly provides for wage increases of 1.4% 

in 2016 and 1.8% in 2017.  A CPI-based attrition mechanism offers the utility incentive 

to better manage its labor expenses going forward, beyond 2015.  SCE is currently 

forecasting labor escalation rates of 2.66% in 2016 and 2.65% in 2017,1874 based on 

recent Global Insight projections.  As discussed earlier, SCE proposes to incorporate 

actual union wage increases and target wage increases for non-represented employees 

into the 2016 and 2017 PTYR advice letters should such increases be granted prior to the 

adoption of a Phase 1 decision of the GRC.1875 

SCE does not have negotiated wage escalation rates in place for the 2016-2017 attrition 

years.  Given that wage increases have not yet been determined for those two years, SCE now 

has the opportunity to control its labor costs for 2016 and 2017.  The Commission should not 

give SCE guaranteed recovery from ratepayers of any increase it negotiates, as that would 

provide the utility management no incentive to control its labor costs.  If the costs associated 

with wage increases above CPI are automatically passed-through to ratepayers, there is no 

incentive for utility management to minimize ratepayer impacts. 

ORA’s Recommendations on SCE’s Other Post-Test Year Ratemaking Requests 

ORA reviewed SCE’s proposed procedure for requesting attrition adjustments for 2016 

and 2017, i.e., by filing advice letters by November 1 of 2015 and 2016, respectively.  ORA does 

not oppose this request, but recommends that the advice letters should be filed no earlier than 

October 2 because SCE intends to rely on escalation rates available from Global Insight on 

October 1 of the year in which the PTYR advice letters are filed. 

ORA also reviewed SCE’s request regarding treatment of major exogenous  cost changes 

and does not oppose continuing the existing Z-Factor mechanism in this rate case.  The Z-Factor 

mechanisms adopted by the Commission have established a way to protect both the utilities and 

ratepayers by allowing for post-test year adjustments for unexpected and uncontrollable events. 

                                              
1873 Ex. ORA-25, p. 14. 
1874 Ex. SCE-14, Attach. 16, p. 70. 
1875 Ex. ORA-25, p. 14. 



379 

SCE’s existing Z-Factor mechanism allows the utility to: 
 
…submit a letter of notification to the Commission’s Executive 
Director to identify any potential Z-Factor event.  SCE is at risk for 
events that do not have a revenue requirement impact of more than $10 
million, and there is a $10 million ‘deductible’ applied on a one-time 
basis to the first year’s revenue requirement associated with any 
approved Z-Factors”1876 

According to the decision that allowed SCE that Z-Factor mechanism: 

As SCE points out, if a major change in tax law were to reduce its tax 
liabilities…, we might seek to reduce SCE's rates so that these benefits flow 
to customers prior to SCE's next GRC test year... Not unreasonably, SCE 
expects similar treatment in the event of a major exogenous increase in its 
costs.1877 

ORA recommends that, in its decision in this GRC, the Commission  expressly note that 

the Z-Factor mechanism adopted for SCE  encompasses exogenous changes that can decrease 

utility costs (such as tax rate changes or tax law changes), i.e., that it is not limited to changes 

that only increase the utility’s costs. 

As to SCE’s request that it not be required to file an Application to implement Post Test 

Year Ratemaking, ORA agrees.1878 

As to SCE’s argument that the Commission’s decision in the 2009 GRC forced SCE to 

temporarily restrain capital investment which resulted in “stranded” CWIP, ORA very much 

disagrees.  SCE made this same unconvincing argument in the TY 2012 GRC, and the 

Commission  rejected it: 

SCE’s argument that the 2009 PTYR was fundamentally flawed because it underfunded 

capital additions in attrition years is unpersuasive.  SCE’s long lead time from developing GRC 

capital forecasts, SCE’s managerial discretion to reallocate authorized funds, and the 

Commission’s review of 2013 and 2014 capital expenditures in the next GRC, all weigh against 

use of forecast capital spending in PTYR.1879 

SCE’s argument has no more merit in this GRC, and should be rejected again. 

                                              
1876 D.04-07-022, pp. 278-279. 
1877 D.04-07-022, p. 279. 
1878 Ex. ORA-25, p. 16. 
1879 D.12-11-051, pp. 606-607. 
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SCE also proposes that, in this GRC, the Commission adopt the same 

capital-related PTYR mechanism which was adopted in the 2003 GRC, i.e., 

creating a one-way balancing account that refunds any over-estimate of the 

revenue requirement (cumulative over the 2-year period) associated with its 

forecast 2016 and 2017 capital additions, including the cost of removal. 

ORA notes that capital additions are expected to decline significantly in 

Attrition Years 2016 and 2017, when compared to TY 2015, but, in any event, 

ORA opposes a PTYR mechanism that relies upon SCE’s budget-based 

estimate of 2016 and 2017 capital expenditures.  For 2013, SCE underspent its 

capital expenditures relative to its forecast by $296 million.1880  If the 

Commission were to adopt a PTYR mechanism which relies on an estimate of 

capital expenditures for 2016 and 2017, then ORA does not oppose the 

establishment of a one-way balancing account.1881 

SCE argues that the post- test year mechanism adopted in D.09-03-025 

implicitly assumed that the utility would be able to increased tariffed Other 

Operating Revenues (“OOR”) by certain percentages in 2010 and 2011, but did 

not authorize any increase in the fees that generate that OOR.  SCE requests 

that the PTYR mechanism adopted in this GRC avoid this type of 

methodological inconsistency. 

In ORA’s view, this concern was appropriately addressed and resolved 

when, on October 30, 2009, SCE filed Advice Letter 2396-E seeking an OOR 

adjustment and, by letter dated December 2, 2009, the Commission’s Energy 

Division advised SCE to supplement AL 2396-E to remove the OOR 

adjustment.1882 

In D.09-03-025, the Commission authorized specific pre-set post-test 

year revenue requirement levels for SCE in 2010 and 2011 which implicitly 

                                              
1880 Ex. ORA-10-WP, p. 4:  SCE response to DRA-Verbal-038 Supplemental, Q.1. 
1881 Ex. ORA-25, p. 17. 
1882 The letter from Energy Division to SCE also advised the utility that it could file a petition to modify D.09-03-
025 if SCE believed that the Commission intended to allow it to make an OOR adjustment.  To ORA’s knowledge, 
SCE did not do so. 
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incorporated all issues including the impact of Other Operating Revenues.  The 

Commission may elect to do the same in the final decision which addresses 

SCE’s 2015 rate case. 

ORA’s Alternate Post-Test Year Recommendations 

If the Commission does not adopt ORA’s primary recommendation on SCE’s Post Test 

Year revenue increases as discussed above, and instead relies on a mechanism similar to SCE’s 

proposal, then ORA proposes a mechanism whereby attrition increases are based on:  (1) 

increasing the adopted 2015 level of plant additions for general inflation; and (2) increasing the 

adopted 2015 level of operational expenses for general inflation, as proposed by ORA, except for 

medical benefits costs, which are escalated separately. 

SCE proposes a PTYR mechanism using budget-based plant (capital) addition forecasts 

for 2016 and 2017.  Alternatively, ORA recommends a mechanism which escalates the adopted 

2015 plant additions by 2.0% per year to develop the 2016 and 2017 figures could be considered. 

SCE’s total 2016 and 2017 capital additions forecasts are significantly lower than SCE’s 

2015 forecast.1883  The lower 2016 and 2017 figures reflect lower generation, transmission and 

distribution capital additions.  The increase from SCE’s total 2016 capital additions forecast to 

its 2017 capital additions forecast is approximately 2%. 

ORA recommends that using the adopted 2015 level of plant additions is more 

reasonable, and consistent with past Commission precedent, in contrast to relying solely on 

SCE’s budget-based attrition-year forecasts.  This is because the farther out in time project-based 

plans are projected, the greater the likelihood that the projects themselves, and/or the expenditure 

levels, will change or be eliminated.  In addition, ORA and other parties normally do not possess 

the resources to conduct a detailed analysis of the utility’s budget-based plant additions for years 

beyond the test year. 

In SCE’s 2009 GRC, the utility described its PTYR mechanism as budget-based.  The 

Commission’s decision in that case stated: 

As we repeatedly observed in prior decisions, there is a 
fundamental problem with budget-based ratemaking that boils 
down to the fact that budgets are not always implemented as 

                                              
1883 Ex. ORA-25, p. 7, Table 25-3. 
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planned.  In addition, no other party other than SCE provided or 
analyzed detailed post-TY plant addition budget forecasts in 
determining increases.  We cannot fault other parties for not 
recommending detailed PTYR capital budgets.  As we have noted 
in past GRCs, analyzing such budgets for two additional years 
imposes a significant burden on resources.  For these reasons, we 
reject SCE’s proposal for budget-based cost increases.1884 

 

ORA’s approach to determining attrition-year plant additions estimates is reasonable 

because it:  (1) does not rely solely on SCE’s forecasts of 2016 and 2017 capital additions that 

ORA and other parties could not review and analyze in detail; but (2) relies on the adopted 2015 

level of capital expenditures (and, hence, plant additions) that ORA and other parties were able 

to review and analyze in detail, and which the Commission adopts after a thorough evaluation of 

the entire record.  Furthermore, ORA notes that for 2013, SCE underspent its capital 

expenditures relative to its forecast by $296 million.1885   

ORA does not oppose the general concept of determining attrition expense increases by 

escalating the adopted 2015 expense levels.  However, ORA  disputes SCE’s proposed escalation 

rates for medical benefits costs and labor costs in 2016 and 2017. 

The forecasts for medical benefits costs should not be increased by 8.0% per year in 2016 

and 2017, as SCE proposes.  ORA recommends that the medical benefits costs should be 

escalated by 6.6% in 2016 and 6.6% in 2017,1886 pursuant to the Berkeley Healthcare Forum 

forecast.  This is the same source which ORA relies on for the medical benefits escalation rates 

recommended in Exhibit ORA-17 and discussed above in Section  9 of this Brief. 

For wage escalation rates, SCE proposes the Commission adopt the wage increases that 

SCE negotiates prior to the time the utility files for attrition relief.   ORA disagrees; the 

Commission should not automatically pass through to ratepayers the future union wage increases 

or the target wage increases for non-represented employees. 

Instead of using SCE’s negotiated wage increases in place at the time the utility seeks 

attrition relief, the adopted PTYR mechanism should incorporate recently forecasted CPI 

                                              
1884 D.09-03-025, p. 305. 
1885 Ex. ORA-10-WP, p. 4 citing SCE response to ORA data request DRA-Verbal-038 Supplemental, Q.1. 
1886 http://berkeleyhealthcareforum.berkeley.edu/report/ “A New Vision for California’s Healthcare System:  
Integrated Care with Aligned Financial Incentives,” (April 2013), Appendix III, p. 9.  (See Ex. DRA-25 
workpapers.) 
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escalation rates of 1.5% for 2016 and 1.9% for 2017. SCE’s wage escalation rates during the 

2008-2013 time period have  already elevated SCE’s wages far above  the Average Hourly 

Earnings – Utilities1887, and ORA recommends that the Commission consider a less costly 

alternative for ratepayers. 

If the Commission is disinclined to adopt CPI as a labor escalation rate for 2016 or 2017, 

the Commission should alternatively consider Global Insight’s forecast of labor increases.1888 

19. Electric Plant  

ORA’s recommendations on Electric Plant are included in the Brief by specific subject 

matter. 

20. Depreciation 

Depreciation expense is related to the magnitude of the company’s plant-in-service.  As 

new plant is placed in service, the level of depreciation concomitantly increases.  This expense 

enables the company to recover the original cost of capital investments, less any estimated net 

salvage over the useful life of the asset.  The depreciation reserve balances for the TY are 

calculated in the Results of Operations (RO) Model, which incorporates the estimated 

depreciation expenses based on net plant addition forecasts and automatically calculates the 

reserve requirement for the TY.1889 

Depreciation is the recovery of the original cost of fixed capital assets less the estimated 

net salvage over the useful life of the property by means of an equitable plan of charges through 

operating expenses. Depreciation expense is a legitimate cost of service.1890  In ratemaking, 

recovery of depreciation expense is through a single depreciation rate with components that 

provide for capital recovery, the cost of removal and salvage. Determination of the level of 

expense is based on the function of the level of plant balance and of the parameters (net salvage 

value and service life) that are applied to the gross salvage amount received, less the cost of 

removing the asset.   

                                              
1887 Ex. ORA-25, p. 14.  
1888 IHS Global Insight Cost Planner, First Quarter 2014, p. 79, Table A1, Average Hourly Earnings – Labor Costs 
by Industry, Nonmanufacturing (Nonsupervisory Workers), Utilities (CEU4422000008), 2.3% for 2016 and 2.6% 
for 2017. 
1889 Ex. ORA-23, p. 1. 
1890 D.12-11-051, p. 658. 
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The Federal Energy Regulatory Commission (FERC) definition of depreciation is set 

forth in 18 Code of Federal Regulation (CFR), Part 101: 

Depreciation, as applied to depreciable electric plant, means the 
loss in service value not restored by current maintenance, incurred 
in connection with the consumption or prospective retirement of 
electric plant in the course of service from causes which are known 
to be in current operation and against which the utility is not 
protected by insurance.  Among the causes to be given 
consideration are wear and tear, decay, and action of the element, 
inadequacy, obsolescence, changes in the art, changes in demand 
and requirements of the public authorities. 

The current depreciation accrual rates for SCE were authorized by the Commission in the 

utility’s TY 2012 General Rate Case (GRC) Decision (D.) 12-11-051.  Consistent with the 

guidelines described in the January 3, 1961 Commission Standard Practice (SP) U-4, 

Determination of Straight-Line Remaining Life Depreciation Accruals, SCE used the straight-

line (broad group) remaining-life methodology to develop its proposed 2015 depreciation accrual 

rates.1891  This method uses the following formula to calculate the annual depreciation accruals: 

Depreciation Expense =  Plant Balance- Reserve - Gross Salvage + Cost of Removal 
                                                      Remaining Service Life of Asset(s)                          

 

Compliance Action Items Included in D12-11-051 

In its decision in SCE’s last GRC, the Commission included a number of compliance 

actions relating to depreciation for SCE to take in the presentation of this TY 2015 GRC.  As the 

Commission stated: 

In its next GRC, SCE should include a better description of 
changes to underlying causes of retirement, life characteristics, or 
mix of investments considered when forecasting ASL or NSR in an 
account. If SCE provides more transparency of its application of 
judgment to depreciation forecasting, it will aid the Commission 
and intervenors in understanding SCE’s analysis and the judgment 
applied in its forecast.1892 

Two of the Commission’s compliance actions have bearing on this testimony. The 

Commission asked that SCE provide more information about cost of removal in accounts where 

                                              
1891 Ex. SCE-10, Vol. 2, p. 31. 
1892 D.12-05-011, p. 685. 
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SCE’s recommendations exceed industry averages by more than 25%.1893 The Commission 

further asked that SCE review its allocation practices in order to ensure that all installation 

related costs are booked to plant in service rather than cost of removal.1894 

Net Salvage Rates 25% Greater than Industry Average 

SCE currently has some of the highest net salvage rates in the industry. In the TY 2012 

GRC, evidence of industry statistics showed that “…. SCE’s NSR is often far outside industry 

averages for large T&D accounts.”1895 The Commission further recognized that “SCE does not 

dispute that its proposed net salvage rates are much higher than industry.”1896 The company’s 

recommendations in the current GRC would see net salvage rates for many accounts grow even 

more negative.1897  Finding that industry statistics may provide an indication of excessive costs, 

the Commission said that: 

…SCE shall provide testimony in its next GRC to provide more 
information about COR in asset accounts where SCE’s proposed 
NSR is at least 25% more than comparable industry averages. 1898 

In response to ORA discovery, the Company identified four FERC Accounts that fall 

within this criteria: FERC Accounts 356, 362, 365 and 367.1899 ORA has identified  three 

additional FERC Accounts which should be included based on analysis of the comparative net 

salvage data provided by the company: FERC Accounts 354, 364 and 369. The results of ORA’s 

analysis and ORA’s recommendations relating to this order are included as a part of this report’s 

individual account analyses.  

In Exhibit SCE-11, SCE listed this requirement in its “Summary of Compliance Actions” 

and said that the “Compliance Action / Status” could be found in Exhibit SCE-10, Vol. 2.1900 

However, in reviewing SCE’s indicated depreciation testimony and workpapers, ORA did not 

find “more information about [Cost of Removal] where SCE’s proposed [net salvage rates] are 

                                              
1893 D.12-05-011, p. 686. 
1894 D.12-05-011, p. 683. 
1895 D.12-11-051, p. 685. 
1896 D.12-11-051, p. 685. 
1897 Ex. SCE-10, Vol. 3, pt. 1, p. 42. 
1898 D.12-05-011, p. 686. 
1899 Ex. ORA-20, p. 5, citing SCE response to DRA-001-MK3, Q.1 Supplemental. 
1900 Ex. SCE-11, p. 9, citing Ex. SCE-10, Vol. 2. 
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25% more than comparable industry averages.”1901  In fact, it appears that for all FERC Accounts 

in question, SCE provided less information to justify its net salvage recommendations in its TY 

2015 GRC filing than it did in its TY 2012 filing.1902  

In the face of an explicit Commission directive to provide more detailed testimony to 

prove the reasonableness of SCE’s recommended net salvage rates, SCE did the opposite.  

Further, SCE provided no information in testimony as to which accounts fit the criteria 

identified by D.12-11-051: accounts where SCE’s recommended net salvage rates are more than 

25% greater than industry averages. Because it was not included in SCE’s NOI testimony, ORA 

requested information on industry net salvage values through discovery on September 25, 2013 

in order to determine which FERC Accounts fell into the range identified by the Commission as 

requiring additional COR information.1903 On October 9, 2013, SCE indicated that no such data 

was available, stating: 

SCE does not possess nor is it aware of any industry statistics that 
provide recorded net salvage ratios so that SCE might be able to 
pinpoint the specific accounts where SCE's proposed net salvage 
ratio is at least 25% more than comparable industry averages. 
Thus, based on the information currently in SCE's possession, SCE 
cannot draw the comparison. SCE is in the process of trying to 
generate industry statistics so that we may be able to draw the 
comparison between SCE's net salvage ratio and comparable 
industry averages. SCE expects to complete that process by end of 
November 2013 and will supplement this data request response 
with the outcome or status of our efforts at that time.1904  

SCE provided the supplemental discovery response on January 28, 2014, stating that: 

Out of the 18 transmission and distribution non-land accounts, only 
4 were greater than the industry average by 25% or more. Of the 
remaining 14 accounts 13 had higher average net salvage rates than 
those proposed by SCE. The last account had a lower average net 
salvage rate than SCE’s proposal but by less than 25% of SCE’s 
proposed rate.1905 

                                              
1901 D.12-11-051, p. 686. 
1902 Ex. ORA-23, p. 5. 
1903 Ex. ORA-23, p. 7 citing SCE response to DRA-001-MK3, Q.1. 
1904 Ex. ORA-23, p. 8 citing SCE response to DRA-001-MK3, Q.1. 
1905 Ex. ORA-23, p. 8 citing SCE response to DRA-001-MK3, Q.1 Supplemental. 
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Attached to the supplemental response, SCE provided summary data regarding the results 

of SCE’s net salvage survey. In a follow-up data request on February 3, 2014, ORA requested 

SCE’s unredacted net salvage survey data, which ORA received on February 14, 2014.  

In total, roughly four months passed between the November filing of SCE-11, in which 

SCE cites to Exhibit SCE-10, Vol. 2 as the place to find information on “Compliance Action/ 

Status” in connection with this Commission directive,1906 and SCE providing the unredacted net 

salvage survey data to ORA.  

Upon analysis of the unredacted survey data, ORA has determined that three additional 

FERC Accounts should be included with the four already identified by SCE as having more than 

25% greater recommended net salvage rates than industry averages, and these findings are 

included in ORA’s net salvage analyses by FERC Account. ORA notes the sequence and timing 

of SCE’s provision of information ordered in D.12-11-051 because in that decision the 

Commission determined that the costs of a formal study of comparative net salvage rates in the 

industry would not “…necessarily benefit ratepayers”1907 and instead gave SCE an opportunity to 

voluntarily perform such an analysis as part this rate case at ratepayer expense.  However, SCE 

has produced only a delayed and incomplete showing. ORA therefore recommends that in the 

next GRC, SCE be ordered to undertake a formal and independent study of comparative net 

salvage rates at shareholder expense.  

Until such time as SCE provides sufficient information on the drivers of excessively high 

net salvage rates to meet its burden of proving the reasonableness of its recommendations, net 

salvage rates for the four accounts identified by SCE (356, 362, 365, 367) as well as the three 

additional accounts identified by ORA ( 354, 364, 369) should not be increased. 

Cost Allocation Issues  

In testimony regarding SCE’s 2012 GRC, both DRA1908 and TURN1909 questioned 

various aspects of SCE’s allocation practices as a possible explanatory factor for SCE’s extreme 

negative net salvage rates. In 2012, DRA raised the issue of SCE’s treatment of third party 

                                              
1906 Ex. SCE-11, p. 9. 
1907 D.12-11-051, p. 685. 
1908 On September 26, 2013, the Division of Ratepayer Advocates was renamed the Office of Ratepayer Advocates, 
pursuant to Senate Bill No. 96 (Budget Act of 2013; public resources). 
1909 Ex. ORA-23, p. 9, citing TURN 2012 Testimony pp. 64-70. 
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contributions in aid of construction (CIAC).1910 TURN raised concerns that the Company is 

allocating an inappropriately large portion of the cost of replacing plant to removal costs rather 

than to plant in service. While the Commission did not order SCE to make specific changes to 

basic allocation practices, SCE was ordered to undertake a review of those practices: 

The Commission declines to order SCE to change its basic 
practice, but SCE should review its allocation practices to be sure 
that all installation-related costs are booked to Plant-in-Service, 
instead of COR.1911 

ORA requested through discovery, information on any changes to the Company’s 

allocation practices that were made as a result of this review. The Company responded: 

Pursuant to D.12-11-051, SCE asked its depreciation consultant in 
the 2012 GRC, Mr. Dane Watson, to review its allocation practices 
between installation and removal. After review, Mr. Watson 
concluded that SCE’s current allocation practices are consistent 
with generally accepted industry methodologies and SCE believes 
do result in all installation related costs being booked to Plant in 
Service. As a result of this review, no changes were required.1912 

When asked to provide work product substantiating SCE’s conclusion that all installation 

related costs are properly booked to Plant in Service and that no changes to SCE’s allocation 

practices are required, SCE responded: 

No additional workpapers are available. In the course of 
performing over 100 depreciation studies in the past 10 years, Mr. 
Watson has been exposed to the accounting practices of many of 
the largest companies in the U.S. A standard discussion item in the 
interview phase of the depreciation study is the allocation process 
the company uses to segregate plant additions and removal cost. 
Mr. Watson explored the processes used by SCE in detail in 
informal conversations. The allocation process that SCE uses is a 
standard one in the industry employed by many public utilities. 
There is no work product available that can replicate Mr. Watson’s 
29 years of experience and judgment.1913 

The Commission should not base any findings about the reasonableness of SCE’s 

allocation practices solely on vague allusions to the judgment and experience of Mr. Watson. In 

                                              
1910 Ex. DRA-17, p. 16-21. 
1911 D.12-11-051, p. 683, emphasis in the original. 
1912 Ex. DRA-23, p.10 citing SCE response to DRA-001-MK3, Q.8 (emphasis in original).  
1913 Ex. DRA-23, p.10 citing response to DRA-132-MK3, Q.4. 
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D.12-05-011, the Commission was very specific in calling on SCE to provide more transparency 

regarding the judgment employed by the Company in determining its recommended depreciation 

parameters, including cost allocations. The Commission asked that the Company review its cost 

allocation practices to ensure that all costs are being accounted appropriately. SCE produced no 

work product to demonstrate that it responded to the Commission’s directive to review allocation 

practices. 

The Commission gave the Company an opportunity to review and justify its allocation 

practices voluntarily in the current GRC filing. As the Company chose not to do so, ORA 

recommends that the Commission order a formal and independent study, at shareholder expense, 

of the Company’s allocation practices. This review should include comparative data on 

allocation practices within the industry. The issue of SCE’s allocation practices and the effect 

they have on the Company’s extreme net salvage rates remains outstanding, and such a report 

would allow the Commission and parties to finally review the reasonableness of those practices 

in the next GRC cycle. 

Service Lives 

The Company’s depreciation report uses Simulated Plant Record (SPR) analysis to 

recommend a life-curve combination for each Transmission and Distribution FERC account. 

According to the Company’s report, “SPR was applied to the Transmission, Distribution and 

General accounts due to the unavailability of vintage transactional data.”1914  An Iowa curve and 

average service life are selected as a starting point of the analysis and its survival factors are 

applied to the actual annual additions to give a sequence of annual balance totals. The simulated 

balances are compared to actual balances by using both graphical and statistical analysis.1915  

Wolf and Fitch describe the SPR process as follows:  

The simulated balances are compared to the observed balances, to 
see how closely they match. The SPR model is based on the logic 
that the closer the simulated balances are to the observed balances, 
the better the survivor curve used to simulate the balances 
describes the life characteristics of the observed property.1916 

                                              
1914 Ex. SCE-10, Vol. 3, Southern California Edison Electric Utility Plant Depreciation Rate Study at December 31, 
2012, p. 8. 
1915 Ex. SCE-10, Vol. 3, Southern California Edison Electric Utility Plant Depreciation Rate Study at December 31, 
2012, p. 8. 
1916 Franklin K. Wolf and W. Chester Fitch Wolf and Fitch, Depreciation Systems (Iowa State University Press, 
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The simulated plant balances are meant to “look like” the actual balances given aged 

data, and the better the fit of the simulated balance to the observed balance, the more accurate a 

given curve is at describing the life characteristic of a group of assets. 

There are two main metrics on which the SPR analysis relies, the first being the 

Confidence Interval (CI). The CI measures goodness of fit between the actual and simulated 

account balances. A higher CI value indicates a closer fit between the two. In 1957 Bauhan 

suggests a scale to judge CI values as cited in ORA’s testimony.1917 

The second metric used to analyze SPR results is the Retirement Experience Index (REI). 

The REI indicates the maturity of the account given the simulated curve. Ideally, the REI should 

be 100%, representing a full survivor curve, however lesser values can be acceptable. Bauhan 

suggested a scale for rating REI values, also cited in ORA’s testimony.1918  

 In 2008 SCE began collecting aged data in order to allow for more accurate actuarial 

analysis. However the Company has reported that this data is not yet sufficient to replace the 

SPR analysis used by the Company, and aged data was not included as a part of the Company’s 

depreciation study.1919 

Simulated Plant Record (SPR) Analysis by FERC Account 

FERC Account 362 – Distribution Station Equipment 

For FERC Account 362, SCE currently uses an R1.5 curve with a 45 year service life. 

SCE is proposing to retain both the current service life and Iowa curve. The current account 

balance is $1.761 billion which, according to the Company’s depreciation report, consists of 

distribution substation equipment such as circuit breakers and switchgear, as well as shorter lived 

electronic equipment.1920 

While SCE has recommended an R1.5 curve, there are a number of other life curve 

combinations that would better fit the account given the SPR data provided in the Company’s 

depreciation study. In fact there are six life curve combinations with consistently better CI values 

than the R1.5 curve recommended by SCE. Of these, three (R0.5, R1, and S0) also have 100% 

                                                                                                                                                  
1993) pp. 12-6.  See Ex ORA-23, p. 12, Table 23-4. 
1917 Ex. ORA-23, p. 12, citing Wolf and Fitch, Depreciation Systems, pp. 12-19. 
1918 Ex. ORA-23, p. 13 citing Wolf and Fitch, Depreciation Systems, pp. 12-24. 
1919 Ex. SCE-10, Vol. 2, p. 33. 
1920 Ex. SCE-10, Vol. 3, Pt. 1, p. 125. 
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REI values. As shown in ORA’s testimony1921, each of these best fitting curves indicates longer 

service lives than the current R1.5, and each shows indications of lengthening service lives in 

more recent experience bands.1922  

ORA recommends the R0.5 curve with a 50 year service life. The R0.5 has better CI 

values than SCE’s recommended R1.5 curve with an equal REI in all experience bands except 

the 20 year band (which appears to be anomalous).1923 The R0.5 curve had consistently better CI 

values than the R1.5 in SCE’s 2012 depreciation report as well.1924 

In 2012, TURN recommended the 50-R0.5 life curve. TURN’s reasoning in 2012 was 

that the “ASL should be 50 years because SCE’s prior lower life estimates have not occurred, 

engineering statements about retirements are vague, and the SPR analysis supports longer 

ASL.”1925  

Of the four curves identified above which best fit the SPR data, SCE has recommended 

the curve with the shortest service life despite the fact that it also has the worst CI values. In 

contrast, ORA’s recommendation of a 50-R0.5 curve uses the best fitting curve given the 

available data and represents only a minimal increase to service life. ORA recommends the 

adoption of the 50-R0.5 life-curve. 

FERC Account 364 – Distribution Poles, Towers and Fixtures 

Currently, for FERC Account 364, SCE uses an R1 curve with a 45 year service life. SCE 

is proposing to change to an R0.5 dispersion while retaining the average service life of 45 years. 

The current account balance is $1.655 billion, and according to the Company’s depreciation 

study, consists of poles and towers of various material types: wood, concrete, and steel.1926 

SCE’s proposal to retain the 45 year ASL on this account is too conservative in light of 

the Company’s engineering data as well as the results of the SPR analysis. The R0.5 curve 

favored by the company shows lengthening service lives in more recent observation bands. This 

                                              
1921 Ex. ORA-23, p. 15, Table 23-7. 
1922 Ex. ORA-23, p. 14. 
1923 As shown in Ex. ORA-23, Table 23-7, the 20 year band appears to have anomalous ASL results for each of the 
life curve combinations under consideration. As such, ORA has excluded the 20 year observation band for the 
purposes of recommending both service life and dispersion. 
1924 Ex. SCE-10, Vol. 3, Ch. 3 workpapers pp. 155-159 (2012). 
1925 D. 12-11-051, p. 667, citing TURN testimony. 
1926 Ex. SCE-10, Vol. 3, Pt. 1 p. 127. 
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is consistent with an account in which older, shorted lived assets are being replaced by new and 

longer lived assets. In the engineering survey workpapers relating to the account, SCE makes a 

number of claims regarding the longer lives of newer distribution poles in this account. SCE 

states that as of 2012, the average age at retirement for distribution poles is 48.71 years. SCE 

also states that the design life for new distribution poles is between 60-70 years. SCE further 

estimates that “[t]he expected wear-out life of an Edison distribution wood pole based on today’s 

population should last approximately 50 to 60 years.”1927  

The SPR data for FERC Account 364 is inconsistent and seems to indicate changing life 

characteristics. The best ranking life curves in longer observation bands are some of the most 

poorly fitting in the shortest bands. ORA agrees with the Company that an R0.5 curve is a better 

fit to the account given the SPR data, however there are other life curves which are better fits to 

the SPR data than SCE’s recommendation. Both the L0 and L0.5 curves show consistently better 

CI results with only a minimal difference in REI values. As shown in ORA’s testimony,  both 

seem to indicate lengthening service lives, as does the R0.5 curve recommended by the 

Company. Both the L0.5 curve and the R0.5 curve show service lives of about 48 years in the 

most recent observation bands.1928  

There is ample indication that SCE’s changing practices will lead to an increase in 

service lives for distribution poles. In light of the consistent indications of lengthening service 

lives, and of SCE’s engineering data which confirms those indications, ORA recommends a 47-

R0.5 life curve combination for FERC Account 364. 

FERC Account 367 – Underground Conductor and Devices 

Currently, for FERC Account 367, SCE uses an R1 curve with a 40 year service life. SCE 

is proposing to retain the current R1 curve, while extending the average service life to 42 years. 

The current account balance is $4.402 billion, and according to the Company’s depreciation 

study, consists of underground distribution conductor, switches, and switchgear.1929 

SCE recommends a longer service life for this account, and ORA’s analysis of the SPR 

data also supports longer lives. However in light of the SPR data, it seems that SCE’s 

recommendation to increase ASL is too conservative.  

                                              
1927 Ex. SCE-10, Vol. 3, Pt. 2 workpapers p. 163 (emphasis in original). 
1928 Ex. ORA-23, pp. 16-17, and Table 23-8. 
1929 Ex. SCE-10, Vol. 3, Pt. 1, p. 133. 
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The best fitting curve in the SPR data is the R0.5 curve, which has better CI values across 

every observation band than SCE’s recommended R1 curve. The R0.5 curve shows service lives 

which range between 49.6 years and 50.8 years, with a mean value of 49.7 years. The R0.5 curve 

has a slightly lower REI than SCE’s recommendation, but at about 96%, it is still within what 

Bauhan considered to be the excellent range (over 75%) and is only minimally less than the 

100% REI of the Company’s R1 curve.1930  

SCE points out that the R0.5 curve is only used by one other company in its industry 

database, however SCE’s recommended R1 curve is used by only three utilities.1931 Neither curve 

is particularly well represented in industry data. All things taken equally, the minimal increases in 

representation in industry data and in REI associated with an R1 curve do not outweigh the 

difference in CI values favoring an R0.5 curve. An R0.5 curve ranks as excellent (over 75) on 

Bauhan’s scale in all but the longest observation band. SCE’s recommended R1 curve ranks as 

excellent only in the most recent observation bands, 10 years through 40 years, and as good over 

the longer bands.1932  

The R0.5 curve is a consistently better CI fit.  In addition, information provided by SCE 

in response to TURN’s data requests indicates that newer assets installed in the last 15 years can 

be expected to experience much longer service lives than older assets in the account.1933 

Specifically the company identified Jacketed Concentric Neutral Tree Retardant Cross Linked 

Polyethylene1934 (installed since 2000) and stated that the cable should “substantially increase the 

service life of SCE’s primary distribution cable.” Thus as older, shorter lived assets are retired, 

the account, as a whole, should see increases to average service life as those assets are replaced 

by newer, longer lived materials. This is consistent with the SPR data’s indications of increasing 

service lives. 

                                              
1930 Ex. SCE-10, Vol. 3, Pt. 1 workpapers pp. 191-197. 
1931 Ex. SCE-10, Vol. 3, Pt. 1 p. 133. 
1932 Ex. SCE-10, Vol. 3, Pt. 1 workpapers pp. 191-197.  See also Ex. ORA-10, p. 18, Table 23-7. 
1933 Ex. ORA-23, p. 18, citing SCE response to TURN data request TURN-SCE-009 Q.47.  
1934 Ex. ORA-23, p. 19, footnote 41: “Around 2000, SCE revised its design standard for primary cable to Jacketed 
Concentric Neutral Tree Retardant Cross Linked Polyethylene. Tree Retardant Cross Linked Polyethylene (TR-
XLPE) cable incorporated the addition of a tree retardant additive to the cable insulation material to retard the 
development of water trees. The addition of a jacket covering the concentric neutral wires shielded the wires from 
corrosive moisture. Together, these two design improvements should substantially increase the service life of SCE’s 
primary distribution cable.” (SCE response to TURN data request TURN-SCE-009 Q.47). 
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Given that increases to service lives are to be expected, and that the longer lived R0.5 

curve is a better fit to the plant balance data than the R1 curve recommended by SCE, ORA 

recommends that the Commission adopt a 49-R0.5 life curve.1935 

FERC Account 368 – Line Transformers 

Currently, for FERC Account 368, SCE uses an R1.5 curve with a 30 year average 

service life. Current plant balance for the account is $3.022 billion. In the Company’s 

depreciation study, the account is described as containing line transformers, regulators, and 

capacitors.1936 SCE is proposing to increase the current average service life to 33 years and to 

change to an R1 dispersion. ORA agrees with the Company that SPR analysis of the account 

indicates lengthening service lives, however the Company’s proposed 33 years is too 

conservative given the SPR data provided in SCE’s depreciation study.  

While SCE’s recommended 33-R1 curve ranks highly in the SPR analysis, it is 

consistently outranked by the 36-R0.5 curve. The 36-R0.5 curve is the best fit in every 

observation band. Both life curve combinations have a full REI of 100%, but the 36-R0.5 curve 

has better CI values in every band.1937 This was the case in 2012 as well.1938 The Commission 

stated in 2012 that “statistical analysis suggests lives are lengthening.”1939  An R0.5 curve is as 

common in industry data as SCE’s recommended R1 curve, each is used by eight other 

companies.1940 

Referring to the data in SCE’s TY 2012 GRC, the Commission found that SCE’s “… 

accelerated equipment inspection, repair, and replacement schedules will likely extend 

equipment life” in this account.1941 SCE and the Commission have both agreed that longer 

service lives are appropriate. ORA recommends adoption of a 36-R0.5 life curve for this 

account. 

FERC Account 369 – Services  

                                              
1935 Ex. ORA-23, p. 19. 
1936 Ex. SCE-10, Vol. 3, Pt. 1, p. 135. 
1937 Ex. SCE-10, Vol. 3, Pt. 1 workpapers pp. 205-211. 
1938 Ex. SCE-10, Vol. 3, Ch. 3 workpapers pp. 203-207 (2012). 
1939 D.12-11-051, p. 668. 
1940 Ex. SCE-10, Vol. 3, Pt. 1 p. 135. 
1941 D.12-11-051, p. 668. 
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Currently, for FERC Account 369, SCE uses an R2 curve with a 40 year service life. 

According to the Company’s depreciation report the account consists of both overhead and 

underground services, and the account balance is $1.172 billion. The Company is proposing to 

retain the current R2 curve, while extending the average service life to 42 years.1942  

In the TY 2012 GRC, TURN and SCE both supported lengthening the account’s ASL 

from 35 years to 46 and 40 years respectively.1943 SCE writes in 2015 testimony that the overall 

poorly fitting SPR data “indicate changing life characteristics,” 1944 and this is consistent with the 

Company’s recommendations in two subsequent GRC cycles to increase ASL for the account.  

Analysis of SCE’s 2015 SPR data continues indicating longer service lives. The best 

fitting life curve according to the SPR analysis is a 57-R0.5 curve, however the REI associated 

with this curve is slightly less than 100%, ranging from 93.28 for the shortest observation band, 

to 99.72 in the longest.1945 The REI still falls within the range identified by Bauhan as 

“excellent”, however a 17 year service life increase could be considered too extreme for a single 

rate cycle.  

There are four additional life curve combinations (R1, R1.5, S0, S0.5) which rank 

consistently higher in CI than SCE’s recommended R2 curve, and each combination indicates 

longer service lives. Of these the R1 curve is consistently the best fit in every observation band. 

Service lives indicated by the R1 curve are between 49.3 years and 54.4 years. SCE’s 

recommendation to increase ASL to 42 years is too conservative given the indications of longer 

service lives in both the 2012 and 2015 SPR data. Given the SPR data available, ORA 

recommends a 50-R1 curve for this account.  

FERC Account 373 – Street Lighting 

For FERC Account 373, SCE currently uses an L0.5 curve with a 40 year service life. 

SCE is proposing to retain the current service life-curve combination. The current balance in this 

account is $754 million.1946  

                                              
1942 Ex. SCE-10, Vol. 3, Pt. 1, p. 137. 
1943 D.12-11-051, p. 665, Table. 
1944 Ex. SCE-10, Vol. 3, Pt. 1, p. 137. 
1945 Ex. SCE-10, Vol. 3, Pt. 1 workpapers pp. 219-225. 
1946 Ex. SCE-10, Vol. 3, Pt. 1, p. 140. 
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The SPR data indicates that an R0.5 curve is a consistently better fit than the L0.5 curve 

currently used for the account, however the difference in CI values is minimal. CI values are 

universally low for every life curve combination across every observation band, however the 

SPR data does seem to indicate longer service lives. Both the L0.5 and R0.5 curves indicate 

service lives of about 43 years. 1947 Given the SPR data, ORA recommends retaining the L0.5 

curve but moving to a 42 year service life.1948 

Net Salvage 

Net salvage consists of the gross salvage value of an asset less the cost of removing the 

asset. The net salvage rate is meant to recover these future removal costs over the full lifetime of 

that asset as a part of the depreciation rate.  

The Company has recommended increasing the net salvage rates in fourteen transmission 

and distribution accounts, decreasing the net salvage rate in one account, and has proposed 

retaining the current rates in an additional six accounts. The overall effect of SCE’s 

recommended changes to net salvage rates would be a sharp increase in depreciation rates. 

SCE currently has some of the highest negative net salvage rates in the industry. If 

adopted, SCE’s recommendations in this GRC would see those rates grow even more 

negative.1949 In some cases, SCE collects net salvage at double or triple the rate a comparable 

utility would collect for the same assets. While some variation in net salvage rates across various 

utilities is to be expected, the magnitude of the difference between SCE’s net salvage rates and 

those much of the industry is significant. SCE has not adequately explained why its costs are 

consistently so much higher than those of other utilities.1950  

SCE’s allocations to cost of removal could possibly explain the unusually high removal 

costs shown in the Company’s recorded data. SCE did not provide the substantiation of its 

allocation practices requested by the Commission in D. 12-11-051. It is not possible to determine 

                                              
1947 Ex. SCE-10, Vol. 3, Pt. 1 workpapers pp. 247-253. 
1948 Ex. ORA-23, p. 21. 
1949 ”SCE does not dispute that its proposed net salvage rates are much higher than industry, or that it has collected 
2.6 billion in rates for future retirements.” D. 12-11-051, p. 672. 
1950 Ex. ORA-23, p. 22. 



397 

at this time whether the company is making allocations in an appropriate manner consistent with 

industry practices.1951 

SCE continues to claim the existence of a “theoretical reserve deficit” which consists of 

the difference between the Company’s recommended net salvage rates and those adopted by the 

Commission.1952  

In the 2012 GRC decision, the Commission noted that: 

…SCE’s deficit argument is self-fulfilling because it presumes that its 
assumptions in prior GRC requests were correct, including constant 
escalation of [cost of removal] even though some assumptions were 
not adopted by the Commission or borne out by actual retirements.  

For purposes of this GRC, we do not determine whether the $2.7 
billion claimed deficit is an accurate number…. Instead we address 
whether SCE has met its burden of proof to support specific requests 
in this GRC, or another proposal is shown to be reasonable.1953  

 

ORA recommends no increase in the net salvage rates for the four accounts identified by 

SCE (FERC Accounts 356, 362, 365, 367) or for three additional accounts identified by ORA 

(FERC Accounts 354, 364, 369) for which the Company’s recommended net salvage rate is more 

than 25% greater than industry averages.1954 

In PG&E’s 2014 GRC, PG&E recommended a number of substantial increases to net 

salvage, which the Commission declined to adopt.1955 The Commission determined that, as a 

matter of policy, it is appropriate to limit the increase to net salvage rates for the rate cycle, 

stating: 

In the interests of balancing potential cost impacts on both current and 
future customers, we conclude that a cap on removal cost increases is 
reasonable, and would not unduly shift deferred cost burden risk to 
customers in future GRC cycles.  

…we generally adopt no more than 25% of the estimated net increase 
from current rates that [would] otherwise result from applying 
PG&E’s net negative salvage rates. 

                                              
1951 Ex. ORA-23, p. 23 
1952 Ex. SCE-10, Vol. 3, Pt. 1, p. 91. 
1953 D. 12-11-051, p. 672. 
1954 Ex. ORA-23, p. 23.  
1955 D.14-08-032, p. 600. 
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The majority of ORA’s recommendations for net salvage rates in SCE’s current rate case 

are based on the aforementioned Commission order that the company provide more detailed 

information on accounts for which net salvage rates are greater than industry averages. For those 

that are not, ORA makes recommendations in accordance with the 2014 PG&E GRC Decision’s 

stated preference for the use of gradualism in making changes to net salvage rates. ORA’s 

recommendations are consistent in policy with the PG&E Decision. However, as SCE has done a 

generally insufficient job of showing the reasonableness of its recommended rate increases ORA 

has used a 10% maximum threshold for rate increase rather than the 25% used in PG&E’s rate 

case. 

Net Salvage by FERC Account 

Below, ORA presents its recommended net salvage by FERC Account1956   Silence on 

any given parameter should not be interpreted as an endorsement of SCE’s position.1957 

FERC 352 – Transmission Structures and Improvements 

In rebuttal testimony, SCE correctly identifies an additional positive outlier which ORA 

should have removed from its analysis in order to be methodologically consistent. After 

excluding both the negative outliers originally excluded by ORA and the positive outlier 

identified by SCE it appears that SCE’s recommendation of -35% no longer falls into the range 

which the Commission identified in D.12-05-011. As such ORA withdraws its previous 

recommendation that net salvage for FERC 352 be frozen at -30%.  

FERC 353 – Transmission Station Equipment  

The current approved net salvage rate for SCE’s FERC Account 353 is -5%, and SCE is 

proposing to increase the rate to -15%. According to the Company’s depreciation study, the 

account consists of gross salvage and removal costs associated with “transmission substation 

equipment, from transformers and circuit breakers to switchgear, as well as shorter-lived electric 

equipment.”1958 

In TY 2012, SCE had recommended moving from a positive 5% net salvage rate to -10%. 

The Commission adopted a rate of -5%, stating that SCE did not have more than a general basis 

                                              
1956 Ex. ORA-23, p. 24, Table 23-10 sets forth the summary of ORA’s recommendations. 
1957 Ex. ORA-23, p. 25. 
1958 Ex. SCE-10, Vol. 3, Pt. 1, p. 167. 
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for their proposal.1959 The Commission summarized TURN’s argument against the change at the 

time, saying that the historical data relied upon by SCE  did not “[reflect] escalating prices for 

scrap copper, which [are] eight times higher in 2009 than in 2000 and likely to continue to 

rise.”1960 In its decision, the Commission said it was “not persuaded a general upward trend of 

copper prices impacts this account…”1961  

ORA’s analysis of the historical data provided in the Company’s depreciation report 

shows the data to be not only unreflective of rising scrap values, the data actually appears to 

show the opposite: that SCE’s gross salvage collections were lowest in the years in which scrap 

prices were the highest.1962 

SCE’s mean gross salvage rate in the data provided in the Company’s workpapers was 

10.87%.1963 However there is a substantial difference in the rates recorded between 2002 and 

2008, and those recorded in the rest of the data. In 2009, SCE begins to record higher levels 

consistent with the period between 1986 and 2001.1964  

Between 2002 and 2008, in only one year (2003) was gross salvage greater than 2%. The 

mean gross salvage rate for the period was 1.99%, while the mean gross salvage rate for all years 

in the data excluding 2002 and 2008 was 17.58%.1965 Clearly there is a material difference in the 

salvage rate recorded in the 2002-2008 period.  

As the evidence shows, the years in which SCE reports minimal recorded gross salvage 

coincide with the years in which copper prices were increasing most substantially. While the 

price of copper certainly would not explain the entirety of the net salvage for this account, given 

the amount of plant in this account which is composed of salvageable copper, there should be 

some reflection of copper prices in gross salvage. There is none.1966 

                                              
1959 D.12-11-051, p. 675. 
1960 D.12-11-051, p. 675. 
1961 D.12-11-051, p. 675. 
1962 Ex. ORA-23, p. 28, Figure 23-1shows a graph of the data in a general upward trend in prices. 
1963 Ex. SCE-10, Vol. 3, Pt. 1 workpapers p. 312; See also Ex. ORA-23, p. 20, Table 23-11. 
1964 Ex. ORA-23, p. 29, Table 23-11 shows SCE’s recorded gross salvage rates for the years 2002 through 2012. 
1965 Ex. SCE-10, Vol. 3, Pt. 1 workpapers p. 312. 
1966 Ex. ORA-23, p. 30. 
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Excluding the low salvage years 2004-2008 from the analysis leaves an overall mean net 

salvage value of -8.45%.1967 SCE claims that historical retirements have been representative of 

the asset mix in the account, however when TURN asked SCE in discovery to substantiate this 

conclusion, the utility once again cited the expertise and judgment of Mr. Watson. SCE stated:   

Mr. Watson reviewed the retirement information by year and 
compared to the current balance by retirement unit to validate the 
referenced statement. No contemporaneous documentation of the 
analysis was retained.1968  

SCE has not justified its request to triple the current net salvage rate for this account. 

ORA recommends that the net salvage rate for FERC Account 353 be set at -10%. The -10% rate 

ORA recommends is sufficient to cover the -8.45% historical net salvage rate with the gross 

salvage outlier years 2004-2008 excluded. It represents a conservative increase to the net salvage 

rate. SCE has not justified a tripling of net salvage rate, and ORA recommends the Commission 

adopt a -10% rate for this account. 

FERC 354 – Transmission Towers and Fixtures  

The current approved net salvage rate for SCE’s FERC Account 354 is -70% and SCE is 

proposing to increase the rate to -100%. According to the Company’s depreciation study, the 

account consists of “gross salvage and removal costs associated with transmission towers and 

fixtures, which are used to transmit electricity at voltages of 69 kV and above.” 1969 

In the TY 2012 GRC, SCE recommended an increase in the net salvage rate for this 

account from -70% to -85%. The Commission identified a number of issues with this request, 

and concluded that SCE did not meet its burden to support this recommended increase. The 

Commission stated that the “reliability of [SCE’s] historical data is limited”1970 and that the 

amount of retirements experienced by the account amounted to 0.3% of plant in service at the 

time.1971 The Commission concluded that “it is reasonable to consider that SCE’s estimate is far 

outside industry norms.”1972 

                                              
1967 Ex. SCE-10, Vol. 3, Pt. 1 workpapers p. 312. 
1968 Ex. ORA-23, p. 30, citing SCE response to TURN data request TURN-SCE-029 Q. 23. 
1969 Ex. SCE-10, Vol. 3, Pt. 1, p. 167. 
1970 D.12-11-051, p. 676. 
1971 D.12-11-051, p. 675. 
1972 D.12-11-051, p. 676. 
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In TY 2015, SCE again relies entirely on historical data to make a case for increasing the 

net salvage rate for this account.1973  In TY 2012, SCE indicated that for the years “2003 and 

2005 retirement activity is not clearly representative of the remaining investment, however the 

same could be said for any year of retirements, including those years with lower negative (or 

higher positive) net salvage.”1974  In TY 2015 SCE makes no mention of the unrepresentative 

nature of these years or of the fact that retirement history for this account is too limited to be 

considered a representative sample. Given the limited reliability of the historical data, SCE’s sole 

reliance on that data is flawed. 

The industry recorded net salvage data provided by SCE does not support the Company’s 

recommended increase to net salvage. The summary data provided by SCE shows very high 

three and five year mean net salvage values of -424.72% and -381.44% respectively. The three 

and five year median recorded net salvage values are significantly lower, -46% and -39.92%, 

indicating high outliers severely skewing the mean. In fact there is a single outlier in the industry 

data which is more than 22 times the next highest value. Northern States Power of Wisconsin 

had recorded three and five year mean net salvage values of -6,432.25% and - 6,466.62% 

respectively.1975  For comparison, the next highest three and five year mean values were -

289.00% and -323.00% respectively. ORA recalculated mean values with Northern States 

excluded, and the result was three and five year mean net salvage values of -71.34% and -

61.17% respectively. Using these mean values as a threshold, the account should be subject to 

extra scrutiny given the Commission’s order regarding recommended net salvage rates more than 

25% greater than industry averages. 

ORA recommends that the Commission retain the current net salvage rate of -70%. This 

value is consistent with the mean recorded industry net salvage values when the single outlier is 

removed, -71.34% and -61.17%. Despite the Commission’s directive to provide more testimony 

in asset accounts where SCE’s recommendation is more than 25% greater than industry averages, 

SCE did not do so. For these reasons, ORA recommends no change to the Company’s current net 

salvage rate for this account.  

FERC 355 – Transmission Poles and Fixtures 

                                              
1973 Ex. SCE-10, Vol. 3, Pt. 1, p. 168. 
1974 Ex. ORA-23, p. 31 citing TY 2012 Ex. SCE-10, Vol. 3, p. 82. 
1975 Ex. ORA-23, p. 36, citing SCE response to DRA-132-MK3, Q.3a. 
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The current approved net salvage rate for SCE’s FERC Account 355 is -70%, and SCE is 

proposing to increase the rate to -85%. SCE’s recommendation is based solely on analysis of the 

historical data presented in SCE’s workpapers. According to SCE’s depreciation study, the 

account consists of “gross salvage and removal costs associated with transmission poles and 

fixtures, which are used to transmit electricity at voltages of 69 kV and above.” 1976  

In the TY 2012 GRC, SCE recommended moving to the same -85% net salvage rate, and 

TURN contested SCE’s proposal.  As the Commission described:   

TURN thinks SCE’s historic NSR is overstated, in part due to high 
COR in years with lots of emergency replacements.  TURN 
criticizes SCE’s inflation-escalated COR because it does not 
consider the pole characteristics or circumstances of retirement.  
Lastly SCE’s -85% is an outlier in comparison to industry data 
where mean, median, and mode values indicate -30%, to -40%.  
SCE has retired 20% of this account and both gross salvage and 
COR vary significantly.1977 

The Commission found in 2012 that “SCE did not support its view that non-reimbursed 

retirements would grow, and its attempt to rebut TURN’s claimed impact of emergency 

retirements was undercut by various errors in its own table.”1978 Given the troubles with SCE’s 

historical data in this account, it is problematic that SCE again relies exclusively on historical 

data in making its recommendation. 

The industry data provided by SCE supports a lower net salvage rate than SCE’s 

recommendation. SCE reported three and five year industry mean recorded net salvage values of 

-124.27% and -88.57%.1979 However there appear to be a number of outliers resulting in a mean 

that is skewed towards higher net salvage than would be representative of the experience of most 

of the industry. Given the skew, median values are a more representative statistic than mean 

values, the three and five year median values were -77.69% and -61.00% respectively.1980 

Excluding outlier values from the analysis results in three and five year mean net salvage values 

                                              
1976 Ex. SCE-10, Vol. 3, Pt. 1, p. 167.  
1977 D.12-11-051, p. 676. 
1978 D.12-11-051, p. 676. 
1979 Ex. ORA-23, p. 38 citing SCE response to DRA-001-MK3, Q.1 Supplemental. 
1980 Ex. ORA-23, p. 38 citing SCE response to DRA-001-MK3, Q.1 Supplemental. 
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of -88.84% and -77.16%.1981 These mean values are roughly consistent with both the median 

industry values and with SCE’s current net authorized salvage rate.  

For comparison, PG&E’s TY 2011 authorized net salvage rate for this account was -80%. 

PG&E recommended in its TY 2014 GRC that the net salvage rate on this account be reduced 

from -80% to -75%. PG&E supported this recommendation by pointing out that the recorded net 

salvage values had:  

…dropped off in the last couple of years of our analysis of years 
1990-2009. The average for those years is (76) percent, at this time 
we propose using the (75) percent for this account. This is in line 
with other California utilities.1982 

Further, given SCE’s pole loading program, an increasing number of retirements in this 

account will be planned rather than emergency retirements. The planned retirements associated 

with the pole loading program should result in a reduced cost per pole retired given the lower 

cost of labor and economies of scale associated with this type of removal. 

The Commission held in 2012 that “SCE has not met its burden to support a change for 

this account.”1983 In the current rate case, the company has provided less information to show the 

reasonableness of the same request that the Commission rejected in 2012. Industry mean net 

salvage values are consistent with SCE’s current net salvage rates, and indications are that SCE’s 

pole loading program will result in future reductions to the cost per pole removed. Given these 

considerations, ORA recommends that the Commission apply a 10% cap to the increase as 

discussed above, and that the  ORA Commission adopt a net salvage rate of -72% for this 

account. 

FERC 356 – Transmission Overhead Conductors and Devices  

The current approved net salvage rate for SCE’s FERC Account 356 is -80%, and SCE is 

proposing to increase the rate to -100%. According to the Company’s depreciation study, the 

account consists of gross salvage and removal costs associated with “transmission overhead 

                                              
1981 Companies excluded from the mean here include Sharyland, with three and five year mean recorded net salvage 
values of -614.70% and -54.27%, and SPS Texas/SPS NM with three and five year mean recorded net salvage 
values of -484.50% and -483.43%. For comparison, the next highest three year mean value is Northern States Power 
of Wisconsin with -217.47%; and the next highest five year mean value was Oncor, with a five year mean of -
228.90%.  
1982 A.12-11-009 (PG&E 2014 GRC Ex. 7 workpapers supporting Chapter 11, pp. 11-392. 
1983 D-12-11-051, p. 676. 
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conductors, which are used to transmit electricity at voltages of 69 kV and above.”1984 SCE’s 

recommendation is based solely on its interpretation of historical data. 

SCE’s recorded net salvage rates are quite high, with a three year mean of    -236.98%, 

and a five year mean of -203.55%.1985 However SCE has provided no explanation as to why 

SCE’s recorded data is so much greater than the values reported in industry data.   

In D.12-11-051, regarding this FERC account, the Commission stated that:   

When SCE is far outside industry norms [for net salvage rates], it 
raises questions about the reasonableness of its proposal, especially 
when SCE asserts the gap will only widen in the future.1986 

This could be equally applied to almost any of SCE’s recommended net salvage rates in 

its TY 2015 depreciation report. SCE’s extreme net salvage rates are consistently greater than 

industry norms, but SCE has not provided any verifiable explanation for this.    

SCE’s industry data shows three and five year mean recorded net salvage values of -

70.53% and -57.52% respectively, with no clearly identifiable outliers.1987 Median values are 

lower, at -50% and -34.91% respectively.1988 SCE’s recommended net salvage rate of -100% is 

more than 25% greater than the industry mean values, and SCE should have provided additional 

cost of removal testimony for this account.  

Since SCE did not provide the additional information the Commission requested in D.12-

11-051, ORA recommends no change to the Company’s current net salvage rate for this account. 

FERC 362 – Station Equipment  

The current approved net salvage rate for SCE’s FERC Account 362 is -20%, and SCE is 

proposing to increase the rate to -30%. According to the Company’s depreciation study, the 

account consists of gross salvage and removal costs associated with “distribution substation 

equipment, from transformers and circuit breakers to switchgear, as well as shorter-lived electric 

equipment.”1989 

                                              
1984 Ex. SCE-10, Vol. 3, Pt. 1, p. 167. 
1985 Ex. SCE-10, Vol. 3, Pt. 1 workpapers p. 315. 
1986 D-12-11-051, p. 677. 
1987 Ex. ORA-23, p. 35 citing SCE response to DRA-001-MK3, Q.1 Supplemental. 
1988 Ex. ORA-23, p. 35 citing SCE response to DRA-001-MK3, Q.1 Supplemental. 
1989  Ex. SCE-10, Vol. 3, Pt. 1, p. 167.  
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The Company says it relies on historical data to inform its recommended net salvage rate. 

The Company recommends what it refers to as “incremental movement towards the experienced 

net salvage.”1990 SCE uses the five and ten year moving average recorded net salvage values 

(57.77% and 43.04%) for the account to support its recommendation to increase the negative net 

salvage rate. 

Industry data shows that most of the industry has much lower net salvage rates than SCE 

for this account. The three and five year mean recorded net salvage values in the industry data 

provided by the company are -21.83% and -21.15% respectively.1991 Median values are even 

lower, at -15.47% and -15.30%.1992  

The difference between the median and mean values is indicative of a mean skewed few 

high outliers. Analysis of the data reveals one outlier, SDG&E, accounting for much of the skew. 

The three and five year recorded net salvage values for SDG&E were -225.16% and -209.71% 

respectively. For comparison, the next highest values belonged to the Potomac Electric Power 

Company, at -64.00% and -97.00% respectively.1993 Given that SDG&E’s three year mean is 

three and a half times higher than the next value, it is reasonable to consider SDG&E an outlier. 

ORA calculated mean three and five year net salvage values excluding this outlier, which were -

15.34% and -15.62% respectively.  The net salvage rate recommended by the company is nearly 

twice that. 

SCE identified this account as one in which the Company’s recommended net salvage 

rate is more than 25% greater than the industry mean. However SCE did not provide additional 

testimony regarding cost of removal, and has not adequately explained its abnormally high 

historical net salvage values.  ORA recommends no change to the Company’s current net salvage 

rate for this account. 

FERC 364 – Distribution Poles, Towers, & Fixtures 

The current approved net salvage rate for SCE’s FERC Account 353 is -190%, and SCE 

is proposing to increase the rate to -225%. According to SCE’s depreciation study, the account 

consists of gross salvage and removal costs associated with “poles and towers of various material 

                                              
1990 Ex. SCE-10, Vol. 3, Pt. 1, p. 173. 
1991 Ex. ORA-23, p. 36 citing SCE response to DRA-001-MK3, Q.1 Supplemental. 
1992 Ex. ORA-23, p. 36 citing SCE response to DRA-001-MK3, Q.1 Supplemental. 
1993 Ex. ORA-23, p. 36 citing SCE response to DRA-132-MK3, Q.3a. 
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types: wood, concrete, and steel.”1994 SCE’s current -190% net salvage rate is one of the highest 

negative net salvage rates in the industry.  

In support of its recommendation, SCE cites historical data showing high net salvage 

values, and states that “All indications are that SCE will continue to experience a more negative 

percentage than the level currently authorized.”1995 As to what the specific ‘indications’ in 

question are, SCE does not elaborate.1996 

The cost of removal per pole retired appears to be relatively stable, as shown in ORA’s 

testimony.1997  Costs increased in the period between 2006 and 2010, before reverting in the most 

recent years to levels consistent with the lower levels shown between 2001 and 2005.1998 A 

conservative reading of this data indicates that price per pole has been relatively stable, the data 

may even show a trend toward decreasing costs in the most recent years.1999 

The industry data provided by SCE does not support the Company’s recommended 

increase to the net salvage rate. SCE provided three and five year mean values for the industry of 

-192.67% and -135.95% respectively.2000  Three and five year median values are much lower, at 

-117.09% and -104.65%, indicating a mean being skewed by high outliers.2001  In fact, the mean 

values as calculated by SCE are unduly influenced by a single extreme outlier, Consumers 

Energy Account 364.1, which showed a three year mean net salvage value of -1,548%.2002  For 

comparison, the next highest three year mean values belong to PG&E, at -785% and Potomac 

Electric Power Company at -480%.2003  Consumers Energy Account 364.1 shows a three year 

mean that is twice that of the next highest value and three times that of the third. The account in 

question is an unweighted subaccount, which represents only a portion of the plant mix in the 

full FERC 364, and thus not directly comparable to the remaining industry net salvage figures. 

                                              
1994 Ex. SCE-10, Vol. 3, Pt. 1, p. 167. 
1995 Ex. SCE-10, Vol. 3, Pt. 1, p. 172. 
1996 Ex. ORA-23, p. 37. 
1997 Ex. ORA-23, p. 38, Table 23-13. 
1998 Ex. SCE-10, Vol. 3, Pt. 1, p. 172. 
1999 Ex. ORA-23, p. 38, Table 23-13. 
2000 Ex. ORA-23, p. 38, citing SCE response to DRA-001-MK3, Q 01 Supplemental. 
2001 Ex. ORA-23, p. 38, citing SCE response to DRA-001-MK3, Q 01 Supplemental. 
2002 Ex. ORA-23, p. 38, citing SCE response to DRA-132-MK3, Q.3a. 
2003 Ex. ORA-23, p. 38, citing SCE response to DRA-132-MK3, Q.3a. 
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Consumers Energy Account 364.1 is clearly an outlier and should have been excluded from any 

analysis.  

Excluding Consumers Energy drops the three year mean to -151.70%, and the five year 

mean to -129.70%. Excluding PG&E as well drops the three year mean to -131.81% and the five 

year mean to -112.99%.2004  The mean values after the exclusion of the outliers are quite close to 

the median values given in the industry data, -117.09% and -104.65%.  

SCE’s recommended net salvage rate is far higher than threshold identified by the 

Commission as requiring additional testimony regarding cost of removal. SCE does not appear to 

have provided the additional testimony the Commission requested. The information SCE did 

provide does not justify even its current extreme net salvage rate. The Company’s recommended 

net salvage rate would result in increased annual net salvage collections amounting to 

approximately $579,259,491 using the 2012 plant balance for this account.2005 

Even had the Company not had a compliance obligation to provide more information 

regarding cost of removal for this account, the extremity of the increase being recommended 

warrants increased scrutiny. Despite its recommendation to increase annual collections by over 

half a billion dollars, SCE’s analysis for the account was all of 218 words.2006  SCE has not 

provided additional testimony on cost of removal and ORA recommends that no increase to the 

net salvage rate for this account should be approved.  

FERC 365 – Overhead Conductor and Devices  

The current approved net salvage rate for SCE’s FERC Account 365 is -110%, and SCE 

is proposing to increase the rate to -125%. According to the Company’s depreciation study, this 

FERC Account consists of gross salvage and removal costs associated with “overhead conductor 

of various thickness, as well as various switches and reclosers.”2007 SCE recommends moving 

towards the high net salvage values it claims are reflective of the historical data. 

In relation to industry data, SCE’s recommended net salvage rate is extremely high. The 

three and five year mean net salvage rates in the industry data provided by the company are -

                                              
2004 Ex. ORA-23, p. 39, citing SCE response to DRA-132-MK3, Q.3a. 
2005 Ex. SCE-10, Vol. 3, Pt. 1 workpapers p. 3. 
2006 Ex. SCE-10, Vol. 3, Pt. 1, p. 172. 
2007 Ex. SCE-10, Vol. 3, Pt. 1, p. 167. 
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84.42% and -78.34% respectively.2008 Median values are lower, at -49.74% and -50% 

respectively.2009 The large difference between the median and mean values is indicative of a 

dataset which is being skewed by a large outlier.  

In this case, the outlier is PG&E, which reported three and five year mean recorded net 

salvage at -777% and -589%.2010 For comparison, the next highest values belonged to Minnesota 

Power whose recorded three and five year net salvage values were -293.42% and -295.49%.2011 

PG&E’s recorded values are more than three times those reported by Minnesota Power, and this 

clearly marks PG&E as an outlier. ORA calculated mean three and five year net salvage values 

excluding PG&E, which were -63.40% and -64.13% respectively.2012 The net salvage rate 

recommended by SCE is nearly twice that. SCE’s extreme recommended net salvage rate is far 

higher than threshold identified by the Commission as requiring additional testimony regarding 

cost of removal. 

SCE did not provide the additional detail regarding cost of removal requested by the 

Commission, and has not shown its recommended net salvage rates to be reasonable. ORA 

recommends no change to SCE’s current net salvage rate for this account. 

FERC 366 – Underground Conduit  

The current approved net salvage rate for SCE’s FERC Account 366 is -20%, and SCE is 

proposing to increase the rate to -40%. According to the Company’s depreciation study, the 

account consists of gross salvage and removal costs associated with “distribution conduit, duct 

banks, vaults, manholes, and ventilating system equipment.”2013 

SCE points out that net salvage appears to be growing increasingly negative according to 

the historical data, but provides little additional analysis as to the cause of these increases. SCE 

states that “all indications are that SCE will continue to experience a more negative percentage 

than the level currently authorized.”2014  

                                              
2008 Ex. ORA-23, p. 40 citing SCE response to DRA-001-MK3, Q.1 Supplemental. 
2009 Ex. ORA-23, p. 40 citing SCE response to DRA-001-MK3, Q.1 Supplemental. 
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2012 Ex. ORA-23, p. 35 citing SCE response to DRA-132-MK3, Q.3a. 
2013 Ex. SCE-10, Vol. 3, Pt. 1, p. 173. 
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Given the Company’s limited analysis justifying its recommendation, ORA recommends 

that the Commission apply a 10% cap to the increase as discussed in section C above, and adopt 

a net salvage rate of -22% for this account. 

FERC 367 – Underground Conductor and Devices  

The current approved net salvage rate for SCE’s FERC Account 367 is -60%, and SCE is 

proposing to increase the rate to -80%. According to the Company’s depreciation study, the 

account consists of gross salvage and removal costs associated with “distribution conductor, 

switches, and switchgear.”2015 

To justify its recommended increase to the net salvage rate for this account,   SCE says 

that net salvage appears to be growing increasingly negative according to the historical data, 

however SCE provides no further analysis as to the reason for this. SCE states that “all 

indications are that SCE will continue to experience a more negative percentage than the level 

currently authorized,” but again, SCE does not further substantiate this conclusion.2016 

This account was identified by the Company as one in which SCE’s recommended net 

salvage rate is more than 25% greater than the industry average. Despite the Commission’s 

directive to provide more detail relating to cost of removal for accounts such as these, SCE did 

not do so. ORA recommends no change to the Company’s current net salvage rate for this 

account. 

FERC 368 – Line Transformers  

The current approved net salvage rate for SCE for FERC Account 368 is 0%, and SCE is 

proposing to increase the rate to -20%. According to the Company’s depreciation study, the 

account consists of gross salvage and removal costs associated with “transformers, regulators, 

and capacitors.”2017 

As with FERC Account 367, SCE points out that net salvage appears to be growing 

increasingly negative according to the historical data, but provides no additional analysis as to 

the cause of these increases. SCE states again that “all indications are that SCE will continue to 

experience a more negative percentage than the level currently authorized,”2018 and again 

                                              
2015 Ex. SCE-10, Vol. 3, Pt. 1, p. 167. 
2016 Ex. SCE-10, Vol. 3, Pt. 1, p. 175. 
2017 Ex. SCE-10, Vol. 3, Pt. 1, p. 167. 
2018 Ex. SCE-10, Vol. 3, Pt. 1, p. 175. 
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provides no further analysis to substantiate this conclusion. In fact the net salvage “analysis” for 

this account is substantially the same as the analysis provided for FERC Account 367. As SCE 

has not provided sufficient information to substantiate its recommended change in the net 

salvage rate for this account, ORA recommends that the Commission apply a 10% cap to the 

increase as discussed in section C above, and that the Commission adopt a net salvage rate of -

2% for this account. 

FERC 369 – Services  

The current approved net salvage rate for SCE’s FERC Account 369 is -85%, and SCE is 

proposing to increase the rate to -125%. According to SCE’s depreciation study, the account 

consists of gross salvage and removal costs associated with “overhead and underground 

services.”2019  According to SCE’s testimony: 

The most recent 5 and 10 year moving averages show negative 431.29 
and negative 244.44 percent respectively… all indications are that 
SCE will continue to experience a more negative percentage than the 
level currently authorized. Moving toward the longer term experience 
for this account the study recommends moving to negative 125 percent 
net salvage for this account.”2020 

SCE’s extreme recorded net salvage rates are an outlier relative to the industry data 

provided by the Company. SCE reported three and five year industry mean recorded net salvage 

values of -166.04% and -73.91%.2021 Median values were significantly lower, -66.35% and -

59%, indicating that the mean values are being skewed by a high outlier.2022 

In fact the extremely high industry mean net salvage reported by SCE  appears to be due 

entirely to a single outlier, Potomac Electric Power Company. SCE indicates that Potomac 

Electric Power Company had a three year mean net salvage of -3397.72% for Account 369.2 

Underground Services.2023 The next highest three year mean value is also attributed to Potomac 

in another subaccount, 369.3, which had a three year mean value of -404%. The highest three 

year mean value excluding Potomac is -295.9%, and belongs to Texas New Mexico Power 

                                              
2019 Ex. SCE-10, Vol. 3, Pt. 1, p. 167. 
2020 Ex. SCE-10, Vol. 3, Pt. 1, p. 177. 
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Company, less than one tenth of the outlier value reported by Potomac.2024 The extremity of the 

outlier indicates that Potomac should be excluded from analysis, and doing so leaves a three year 

mean of -82.98%. Using this mean value, SCE’s recommended  -125% net salvage rate is well 

above the threshold established by the Commission  (-82.98% * 1.25 = -103.72%) as requiring 

additional testimony regarding cost of removal. 

SCE’s net salvage “analysis” for this account is nearly identical to that it provided for 

FERC Accounts 367 and 368. SCE appears to have used the same salvage analysis nearly 

verbatim for all three very different accounts.  

Despite the Commission’s directive to provide more detail relating to cost of removal for 

accounts where SCE’s proposed negative net salvage is at least 25% more than comparable 

industry averages, SCE does not include this account in its list of such accounts and did not 

provide additional testimony. ORA recommends no change to the Company’s current net salvage 

rate for this account. 

FERC 373 – Street Lighting 

The current approved net salvage rate for FERC Account 373 is -20%, and SCE is 

proposing to double that rate to -40%. According to SCE’s depreciation study, the account 

consists of gross salvage and removal costs associated with “all distribution streetlights, 

conductor, conduit, luminaire, and standards.”2025 

The Commission raised the net salvage rate for this account from -15% to      -20% in 

SCE’s TY 2012 GRC. SCE had recommended that the net salvage rate be raised to 30%. The 

Commission denied that request for a -30% rate, stating that “doubling the existing rate for this 

rate cycle is not reasonable, especially given that SCE’s proposal is somewhat arbitrary.”2026  

SCE has again made an arbitrary proposal to double the net salvage rate in the current cycle.  

SCE’s recommended net salvage rate is much greater than industry averages, Excluding 

subaccounts, which could reasonably be expected to have a different asset mix, the three year 

mean recorded net salvage rate shown in SCE’s industry data was -17.58%, less than half of the 

rate recommended by SCE. 
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In support of its proposal, the company states that historical data indicates increasing 

removal costs, and that recent historical data may reflect lower net salvage rates than would be 

expected in the future due to the recent retirements consisting largely of fixtures, which have a 

lower net salvage costs than other assets in the account. The company states that five and ten 

year moving averages were      -86.82% and -76.89%  

ORA recommends that, given the poor quality of the Company’s analysis supporting the 

proposed increase, the Commission the Commission apply a 10% cap to the increase as 

discussed in section C above, and that the Commission adopt a net salvage rate of -22% for this 

account. 

Decommissioning 

Decommissioning expense is collected through rates for each of SCE’s generation assets. 

These costs are based on SCE’s forecast for decommissioning costs amortized over the 

remaining life of the asset. 

SCE has recommended increased collections for decommissioning related to a number of 

generation assets, including Pebbly Beach and the Company’s Solar Photovoltaics (PV). In 

addition to this, SCE also intends to amortize back to ratepayers sizeable over-collections from 

previously decommissioned generation assets.2027 

While SCE has not decommissioned a large number of generation assets in the past 15 

years, SCE appears to exhibit a pattern of over-collection. This is relevant in that the Company is 

asking in this GRC for a marked increase to decommissioning collections for both Pebbly Beach 

and for the Company’s Solar Photovoltaic assets.2028 

The Company has collected roughly three times as much for decommissioning as was 

actually spent for both Solar 2 and for Mountainview units 1 and 2. For the decommissioning of 

Solar 2, SCE collected $3 million, while the actual total decommissioning cost was 

approximately $1 million.2029 The Company collected $11 million for the decommissioning of 

Mountainview units 1 and 2, while the actual total decommissioning cost was approximately $3 

million.2030 In both cases SCE’s decommissioning forecasts were clearly too high.2031 
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While higher than necessary costs are borne by all ratepayers over the entire life of the 

asset, the return of those funds via amortization only impacts ratepayers at and after the end of 

that asset’s life. Thus, SCE’s decommissioning overestimates result in ratepayers in the early 

years of an asset’s life bearing a disproportionate burden of paying for the asset.2032  

While ORA makes recommendations regarding select issues relating to 

decommissioning, the absence of an ORA recommendation regarding any given parameter does 

not constitute an endorsement of SCE’s position. 

Mohave 

In 2012, the Commission authorized SCE to recover $54 million in net plant investment 

and $36 million in decommissioning expenses for Mohave, for a total of $90 million over six 

years (two rate cycles). The Commission ordered in 2012 that “Southern California Edison 

Company shall not earn a rate of return on undepreciated plant and decommissioning costs for 

the Mohave Generating Station.”2033  SCE is now proposing to depreciate the remaining balance 

of these costs ($26 million) in a single year, 2015.2034 

The $26 million the Company proposes to recover in 2015 represents nearly 30% of the 

total $90 million authorized in the 2012 GRC. ORA recommends that the remaining funds be 

amortized over three years, resulting in an expense of approximately $8.6 million per year. This 

is consistent with the Company’s recommendations that over-collections be amortized back to 

the ratepayers over the entire three year rate cycle.2035 

Pebbly Beach 

SCE is requesting a more than tenfold increase in the decommissioning funds to be 

collected relating to the generators at Pebbly Beach. The total authorized decommissioning cost 

in the TY 2012 GRC was $654,548. In the current GRC, SCE is requesting $670,000 per 

generator, for a total of $6,605,101.2036 SCE is requesting more for decommissioning each of the 
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six individual generators at Pebbly Beach than was authorized in total for all six combined in the 

TY 2012 GRC. 

Given the Company’s pattern of over-collection for decommissioning costs and the 

concerns this raises for intergenerational equity, ORA recommends that SCE be required to 

perform an updated decommissioning study prior to being authorized additional 

decommissioning expenses for these generation assets. 

Solar PV 

SCE is requesting a threefold increase in the decommissioning funds to be collected 

relating to Solar PV assets. The authorized decommissioning cost for Solar Photovoltaics in the 

TY 2012 GRC was $27,174,842. In the current GRC, SCE is requesting $81,903,634. As has 

been established, the company has a history of over-collecting for decommissioning, and this 

may well be the case with Solar PV assets.  

ORA recommended that the service lives for the SCE’s solar PV assets be increased from 

20 to 25 years.  SCE’s Company’s own web site makes it clear that PV assets should last much 

longer than the 20 years recommended by SCE.  Under the heading “How long do PV systems 

last?” the company indicates that:  

“A PV system that is designed, installed, and maintained well will operate 
for more than 20 years. The most common problems with PV units occur 
because of poor or sloppy system installation, including failed 
connections, insufficient wire size, and components not rated for direct-
current application.”2037  

SCE responds to this in rebuttal, stating that “These considerations, however, do not take 

into account SCE’s equipment or other forces of retirement.”  This is a curious statement given 

that the quote ORA referenced was taken directly from SCE’s own FAQ for the Company’s 

photovoltaic program. ORA’s reference refers to exactly to SCE’s equipment, and indicates that 

the solar PV assets in question should last more than 20 years. That being the case a 20 year 

average service life is too short. The 25 year average service life recommended by ORA is 

appropriate for the assets. 

21. Taxes 

There are no tax issues in dispute between ORA and SCE.  However, ORA recommends 

that the Commission order SCE to make any appropriate adjustments to its forecasts of  tax 

                                              
2037 Ex. ORA-23, p. 48, footnote 136. 
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expenses in the event the Tax-Extenders Bill or other tax related bills result in changes to the tax 

code related to depreciation, bonus depreciation and/or tax rates that occur prior to a final 

decision in this GRC.2038 

22. Rate Base  

Rate Base is the net investment value on which the company’s return is determined. It 

represents the net depreciated asset value of SCE’s properties used to provide service to 

customers.  The major components of Rate Base are: Fixed Capital, Adjustments, Working Cash 

and Deductions for Reserves. This section of the Brief does not include the analysis of Deduction 

for Reserves.  That issue is addressed in Section 20. SCE is allowed to earn a return on the sum 

of these Rate Base components.  All Rate Base components are developed on a weighted average 

basis.  ORA’s Rate Base estimates reflect adjustments made by several different witnesses.  

Some of these adjustments are discussed in this exhibit while the others are discussed in the 

exhibits where they were originally analyzed and developed.2039   

22.1. Customer Advances 

Customer Advances for Construction (CAC) represent refundable amounts provided by 

applicants (usually developers) in advance of construction of new distribution facilities that will 

later be served by SCE.  Developers are required to advance the construction costs that exceed 

the Commission’s specified allowance formula pursuant to Distribution Line extension rules in 

the Tariff Rule 15.  These funds are a liability to SCE until reimbursed to the developers.  

Consistent with the Commission’s rules, SCE does not pay interest for holding these monies.  

Customer Advances for Construction are an interest-free source of funds and are therefore an 

offset to rate base.2040  Recorded data from 2009 – 2012 show that customer advances have been 

declining.2041  The major components of Customer Advances are Electric Construction and 

Temporary Services.  

                                              
2038 Ex. ORA-22, p. 1. 
2039 Ex. ORA-24, p. 1. 
2040 Ex. SCE-10, Vol. 2C, p. 57.  
2041 Ex. ORA-24, p. 4, Figure 21-1. 
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SCE forecast of Customer Advances for Construction for 2015 is $54.7 million2042, while 

DRA 2015 forecast is $59.3 million.2043 The differences between SCE’s and ORA forecasts are 

discussed below. 

Electric Construction 

Over 90% of Customer Advances are associated with electric construction. According to 

SCE, cash advances averaged $280 per meter sets during the period 2008 through 2012. This 

average advance was applied to forecast meter sets and was adjusted for inflation.  ORA disputes 

SCE’s forecasting method of using a 5-year (2008 thru 2012) average to determine the 

relationship between customer advances and the number of meter sets.  ORA recommends using 

a 3-year (2010 thru 2012) average cost of $353 per meter to forecast Customer Advances for TY 

2015.  The three year average accurately reflects the current economic conditions.  Based on 

$353 per meter, ORA’s recommends customer advances for electric construction of $42.9 

million as compared to SCE’s proposed customer advance for electric construction of $38.3 

million2044.  Therefore, ORA recommends a $4.6 million adjustment to SCE’s TY 2015 forecast. 

22.2. Materials and Supplies 

Materials and Supplies (M&S) inventory is maintained for new plant construction and 

Operations and Maintenance (O&M) required to operate existing plant.  The M&S inventory is 

supposed to meet the demands of planned and unplanned projects. The differences between 

SCE’s and ORA’s forecasts are in Transmission and Distribution.  

Transmission and Distribution Materials and Supplies 

This inventory supports current transmission and distribution (T&D) project 

expenditures, such as infrastructure replacement and maintenance programs, as well as provides 

emergency inventory stock.   

SCE is requesting $150 million in its TY 2015 rate base for T&D M&S.2045  ORA 

recommends $109.83 million.2046 

                                              
2042 Ex. SCE-14, Attach. 17, p. 53, Table V-14. 
2043 Ex. ORA-24, p. 4. 
2044 Ex. SCE-14, Attach. 17, p. 57, Table V-15. 
2045 Ex. SCE-14, Attach. 17, p. 66, Table V-22. 
2046 Ex. ORA-24, p. 6. 
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SCE’s forecasting methodology was based on a regression analysis of the three-year 

rolling average trend for the T&D capital expenditures and the T&D M&S inventory.  SCE 

concluded that for each $1 million in incremental T&D construction expenditures, there is a need 

for approximately $55,000 in additional T&D M&S inventory to support the project activity.2047  

ORA disputes SCE’s T&D M&S forecasting methodology.  SCE’s justification for this 

methodology is that the correlation is “strong” between the expenditures and inventory – SCE’s 

2012 regression analysis results in an R square of 0.89.   In D.09-03-025 and D.12-11-051, the 

Commission adopted a factor of $40,000 of T&D M&S per $1 million of T&D capital 

expenditures.  Based on this factor, ORA’s recommendation for 2015 Transmission and 

Distribution M&S is $109 million. This amount represent a $41 million adjustment to SCE’s 

forecast of $150 million in T&D M&S for 2015. 

22.3. Working Cash 

Working cash is the capital supplied by shareholders to meet day-to-day utility operating 

requirements by bridging the gap between the time expenditures are required for services and the 

time revenues are collected for service.  Working cash is included in rate base to compensate 

shareholders for this investment. It requires a comprehensive analysis of transactions to 

determine the net lag days: the time the utility services are rendered and the receipt of the 

associated revenue for those services (Revenue Lag); and the time between the recording of 

utility costs such as purchase power, labor, materials and so forth, and payment of those costs 

(Expense Lag).2048 

Cash Balance 

SCE and ORA disagree on the amount for Cash Balances to include in rate base.  ORA 

recommends no funding for Cash Balances.2049  This ORA recommendation is consistent with 

D.09-03-025 and D.06-05-016, SCE’s two GRCs in which the Commission authorized no 

funding for Cash Balances.2050 

                                              
2047 Ex. SCE-14, Attach. 17, p. 59. 
2048 Ex. ORA-24, p. 9. 
2049 Ex. ORA-24, p. 9, Table 24-3.  SCE has designated as confidential its Cash Balance recommendation.  The 
confidential figures are set out in Ex. ORA-21-C, Table 24-3. 
2050 D.09-03-025, pp. 265-267, Finding of Fact No. 193, p. 388 and D.06-05-016, Appendix C, page C-23.   
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22.4. Lead / Lag Working Capital Requirement 

SCE indicates that expense lag days “…represent the average time from recording the 

various operating costs to render service advanced by third party vendors and suppliers, 

investors, employees, and taxing agencies to the date of payment for those expenses….SCE’s 

estimated expense lags were developed using 2012 recorded payments incurred to serve 

customers.”2051 

ORA disputes SCE’s estimate of lag days for Federal Income Tax and California 

Corporate Franchise Tax. 

Federal Income Tax (FIT) Lag Days:  SCEs proposed FIT lag days are based on 

calculating a 5-year average (2008 – 2012) of previous FIT year tax lag days.2052 ORA’s estimate 

for FIT lag is 119.21 days.  ORA chose a 3-year average (2008, 2009 and 2011) to develop its 

FIT tax lag days estimate.2053  

The 2010 lag days was uncharacteristic (due to tax refunds) compared to the other years. 

Based on this, ORA did not include the 2010 data in calculating the average. ORA recommends 

that the Commission adopt FIT of 119.21 lag days for TY 2015, based on the 3-year (2008, 2009 

and 2011) averaging methodology. 

In the Commission’s decision in SCE’s last GRC, the Commission used a “3-year 

average of SCE’s calculated lead lag days for FIT of 83.28 days and 61.59 days for CSIT.”2054   

ORA’s recommendations for Lead-Lag days are consistent with the Commission’s determination 

in the last GRC and should be adopted in this one. 

California Corporate Franchise Tax (CCFT) Lag Days:  SCE’s proposed CCFT lag 

days are based on calculating a 5-year average (2008 – 2012) of previous CCFT year tax lag 

days.2055  ORA chose a 3-year average (2008, 2009 and 2011) to develop its CCFT tax lag days 

estimate. The 2010 lag days was uncharacteristic (due to tax refunds) compared to the other 

years.  

                                              
2051  Ex. SCE-14, Attach. 17, p. 76. 
2052 Ex. ORA-24-C, p. 11, footnote 16 citing Confidential Workpapers to SCE-10, Vol. 2C, Chapter V,  
p. 5. 
2053 Ex. ORA-24, p. 12, Table 24-4. 
2054 D12-11-051, p. 642. 
2055 D12-11-051, p. 642. 
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ORA recommends that the Commission adopt CCFT of 82.12 lag days for TY 2015, 

based on the 3-year averaging methodology.2056 

As noted above, in its decision in SCE’s last GRC, the Commission used a “3-year 

average of SCE’s calculated lead lag days.  ORA recommends the Commission do the same 

here. 

23. Results of Examination  

ORA conducts its examination of the Applicant’s financial records in accordance with the 

authority and mandates set forth in Public Utilities Code sections 314, 314.5 and 309.5.  

Typically, a utility’s requested GRC revenue requirement is forecast based on recorded financial 

data.  The general objectives of the ORA examination are to review the Applicant’s financial 

records, upon which the GRC was built, to determine if they are reasonable and proper for 

ratemaking purposes under established Commission rules and regulations.    

ORA also conducts a review of controls to assess whether the controls provide a 

reasonable level of assurance that the compilation of historical data from SCE’s records was 

adequate.  ORA’s examination does not mirror an audit conducted in accordance with generally 

accepted auditing standards and accounting principles, but attempts to use similar guidance.2057  

The steps and results of ORA’s review of SCE’s controls are detailed in ORA’s testimony.2058 

As a result of ORA’s review, ORA recommends removal of legal costs , and claims costs 

related to the Grass Valley fire, and of certain Outside Counsel  costs.  

ORA recommends the removal of the legal costs and claims costs relating to the Grass 

Valley incurred in connection with a lawsuit by the United States Department of Justice alleging 

that SCE was at fault for the cause of the 2007 Grass Valley fire.  As reported below:       

“LOS ANGELES – Southern California Edison (SCE) has paid the United 
States $9 million to settle a lawsuit filed on behalf of the U.S. Forest 
Service to recoup costs associated with fighting the Grass Valley Fire in 
2007… 

The Grass Valley Fire burned more than 850 Acres of the San Bernardino 
National Forest when a tree on a county right-of-way fell onto SCE power 
lines. As a result, SCE equipment on a downline power pole overheated 

                                              
2056 Ex. ORA-24, p. 12. 
2057 Ex. ORA-26, p. 1. 
2058 Ex. ORA-26, pp. 2-6.  SCE has designated the dollar amount of the outside counsel legal costs as confidential, 
so it is in Ex. ORA-26-C.  The amount of the claims costs is $976,000.  
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and emitted molten aluminum, which fell to the forest floor and ignited the 
fire. 

The lawsuit filed on behalf of the Forest Service alleged that the downed 
tree was dangerous because it leaned toward the power lines and grew on 
a slope in such a manner that its roots did not adequately support it. The 
Forest Service also alleged that both the county and SCE should have 
noticed that the tree was a danger during their inspections and removed the 
danger, as they had removed other hazardous trees. 

Under the use agreements between SCE and the Forest Service, SCE is 
responsible for any damages from fires that are caused by its electrical 
equipment. Additionally, the Forest Service believes that SCE did not 
properly maintain its equipment and allowed the bolts to loosen on a 
“pothead” – which is a part of the system that secures the power line to the 
power pole. Pursuant to its agreement with the Forest Service, SCE is 
responsible for inspecting its equipment on a regular basis and discovering 
loose bolts that may allow equipment to malfunction and cause fires. The 
lawsuit alleged that the falling tree caused a power surge that passed 
through the pothead, heating it to the point of melting aluminum power 
lines, which discharged molten aluminum onto the Forest floor…   

SCE and San Bernardino County agreed to pay the settlement without 
admitting wrongdoing or fault.”2059 

 

SCE agreed to pay the settlement without admitting wrongdoing or fault.  SCE settles 

many cases in this manner; however, as noted in the release, there are citations indicating SCE’s 

fault.  The leaning tree was growing on a slope where other hazardous trees were removed.  SCE 

allegedly did not properly maintain equipment where SCE is responsible for inspecting its 

equipment on a regular basis.  Considering funding provided by ratepayers for the activities to 

avoid fires, ratepayers should not be responsible for additional funding.  Allowing the costs to 

remain in historical data will result in higher rates; these costs should be removed for ratemaking 

purposes.2060 

Also in its review, ORA noted amounts paid to outside legal counsel described as 

discretionary performance bonuses.  The discretionary bonuses are paid to SCE’s strategic 

partner firms for extraordinary work product as described in testimony.2061  ORA’s examiner 

                                              
2059 United States Dept. of Justice, United States Attorney’s Office, Central District of California press release dated 
September 23, 2011, (excerpts) http://www.justice.gov/usao/cac/Pressroom/2011/138.html 
2060 Ex. ORA-26, pp. 6-7. 
2061 Ex. SCE-08, vol. 2, p. 15.  The dollar amount of these costs has been designated confidential, but can be found 
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recommended the removal of these “discretionary bonuses.”2062  That recommendation was 

incorporated into ORA’s testimony in Exhibit ORA-19, and is discussed in more detail in 

Section 11 of this Brief. 

24. Operational Excellence  

SCE says that it established “Operational Excellence” as the framework “…to deliver on 

our mission of providing safe, reliable, and affordable power to our customers.”2063  According 

to SCE, it “embarked on the Operational Excellence financial services initiative in late 2011 to 

improve business processes, increase productivity, and assess the operation model and cost 

structure.”2064    

This initiative covered finance activities being performed at SCE, including those that 

were already centralized and reported only to the Chief Financial Officer, as well as those that 

were previously decentralized and reported directly to the various operating units.   

The Operational Excellence model sought to streamline how SCE performs and delivers 

administrative and general support functions.  As a result, according to SCE, many of the 

duplicate functions were eliminated and efficiencies were gained.2065  

According to SCE, its customers will receive 100% of the benefit to Operational 

Excellence for 2013 and 2014 in 2015 rates.  SCE says it will continue this service model into 

the future, and that both Customer Service and Information Technology operating units estimate 

additional savings in TY 2015 base rates.  SCE says that its O&M expense forecast assumes that 

50% of the incremental savings estimates in 2015 will be realized over the course of the GRC 

cycle.2066 

In its original application, SCE forecast approximately $334.6 million in Operational 

Excellence savings in TY 2015.2067  The Scoping Memo issued March 27, 2014 ordered SCE to 

                                                                                                                                                  
in Ex. ORA-26-C, p. 8. 
2062 Ex. ORA-26, p.  8. 
2063 Ex. SCE-01, Ch. II, p. 7. 
2064 Ex. SCE-08, Vol. 1, Pt. 1, p. 3. 
2065 Ex. SCE-10, Vol. 02, Ch. VII, p. 103. 
2066 Ex. SCE-10, Vol. 02, Ch. VII, p. 103. 
2067 Ex. SCE-10, p. 102, Table VII-34. 
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remove all SONGS costs from the TY 2015 GRC.  Removing SONGS-related Operational 

Excellence savings reduced the total savings by approximately 75%. 2068  

 Finance Services Centralization Savings 

In its April 2014 Supplemental Testimony, SCE forecast Finance Services Centralization 

savings to be $13,958,461 for 2013; $19,183,042 for 2014; and $20,417,478 for 2015.2069 

The Finance Services Centralization savings are based on savings from the Controller’s 

Organization, Planning & Performance Reporting, Treasurer’s Organization, Finance 

Department Support, and Tax Department. 

24.1. Controller’s Savings 

SCE estimated that, in 2013, it would reduce Controller’s Organization by 15 managers, 

40 non-managers, and five contingent workers for a total savings of $4,800,850.  The savings 

were estimated to occur in February and March of 2013.  The 2014 savings are estimated to be 

$7,417,335.  The 2015 savings are estimated to be $8,763,342 which reflects the reduction of 16 

managers, 66 non-managers and 8 contingent workers.2070  ORA reviewed the supporting 

calculations and does not dispute them.2071 

24.2. Planning & Performance Reporting (P&PR) Savings 

SCE says it established Planning & Performance Reporting (P&PR) in December 2012 to 

centralize finance activities to begin realizing savings associated with centralization.2072  In 

addition, SCE centralized its financial services functions by transferring employees performing 

finance activities within each operating unit into the Financial Services organization.2073  SCE 

estimated the savings for 2013 to be $7,437,176; savings for 2014 to be $10,936,113; and 

savings for 2015 to be $10,936,113.2074 

                                              
2068 Ex. ORA-19, p. 8. 
2069 Ex. SCE-14, Attachment 11, p. 6. 
2070 Ex. SCE-10, Vol. 02, Ch. VII, Workpapers, p. 11. 
2071 Ex. ORA-19, p. 11. 
2072 Ex. SCE-08, Vol. 1, Pt. 1, p. 5. 
2073 Ex. SCE-08, Vol. 1, Pt. 1, p. 5. 
2074 Ex. SCE-10, Vol. 02, Ch. VII, Workpapers, p. 12. 
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SCE estimated that in 2013 it would reduce P&PR by 24 managers, 56 non-managers,2075 

and 31 contingent workers for a total savings of $7,437,176.  The savings were estimated to 

occur in February, March, April and June-December of 2013. 

However, SCE’s workpapers show SCE reduced these saving by $251,673 for “Add to 

Fully Staff” in June 2013 with the addition of six non-managers.2076   

In D.12-11-051, the Commission directed SCE, in its next GRC “… to clearly explain in 

testimony the workload analysis used to develop estimated labor increases, and an explanation of 

why new employees must be hired during the test year.”2077  Despite this direction, SCE 

provided no explanation at all in its testimony as to why there is a need to “Add to Fully Staff” 

P&PR.  When ORA asked SCE to provide “a detailed explanation for the six additional 

positions,2078” SCE’s response was “SCE is not adding 6 positions in 2013 after eliminating 62 

positions. On the contrary, SCE plans to reduce 111 positions overall (24 managers, 56 non-

managers, and 31 contingent workers) in P&PR in 2013.”2079 

Nothing in this data request response gives any indication that the “Add” in “Add to 

Fully Staff” means anything other than “Add” to fully staff.   Therefore, in its testimony, ORA 

recommended that P&PR savings be increased by $251,673 in 2013, $503,346 in 2014 and 

$503,346 in 2015 to reflect the removal of “Add to Fully Staff.”    

On September 15, 2014, SCE served its Rebuttal testimony.  Included in Exhibit SCE-28 

are six pages in which SCE alleges that “ORA’s proposed adjustments disregard the explanations 

provided in SCE’s data request responses and in telephone conversations.”2080  SCE is incorrect. 

In the six pages of discussion it takes SCE to explain that the “Add” in “Add to Fully 

Staff” does not actually mean “add” at all, SCE refers to various data request responses that it 

says “clearly” explain this.  One of them is the following: 

As part of the process, SCE reviewed job functions / positions 
across the company in order to determine which positions would 

                                              
2075 Ex. SCE-10, Vol. 02. Ch. VII, Workpapers, p. 12.  According to this workpaper, SCE is reducing non-managers 
by 62 and adding 6 non-managers to fully staff P&PR. 
2076 Ex. SCE-10, Vol. 02, Ch. VII, Workpapers, p. 12. 
2077 D.12-11-051, p. 18. 
2078 See Ex. ORA-19, p. 12 citing SCE’s response to DRA-056-DFB, Q.18, emphasis added. 
2079 See Ex. ORA-19, p. 12, citing SCE’s response to DRA-056-DFB, Q.18. 
2080 Ex. SCE-28, p.1, lines 15-16. 
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be eliminated and which positions would remain.  In addition, 
some positions were revised to require an expanded revised skill 
set.  As a result, the overall number of positions at SCE was 
reduced, and there were more employees than available positions.  
If it was determined that the employee had a “skill gap” (did not 
possess the necessary skills to perform the available and/ or revised 
job function), the employee was terminated.  Although the 
employee was terminated, the position(s) were not eliminated. 

But this response does not answer the question which was: 

In Response to Question 1 [of DRA-056—DFB], SCE stated:  ‘SCE is not 
adding 1 position in 2013.  On the contrary SCE plans to reduce 1 position 
in Tax Department in 2013.’  On page 15 of SCE-10, Vol. 2, Chapter VII 
workpapers:  Line labeled ‘Reductions Surplus Partial Year for February 
2013 shows 1 non-manager at a savings of $69,909, March 2013 shows 2 
non-managers at a savings of $125,837.  Line labeled Add to Fully Staff – 
Partial Year June 2013 shows adding to fully staff 3 managers at a cost of 
$200,565 and 1 non-manager at a cost of $41,948. 
 
a. Verify that during the months February 2013 SCE planned a 

reduction of surplus non managers of 1 position.2081 
 

Elsewhere, SCE refers to its “unequivocal explanation that SCE did not add new 

positions.”2082 

The data request responses SCE provided ORA on the subject are anything but 

unequivocal.  Rather than answer a direct question directly, SCE either provided responses filled 

with extraneous and non-responsive information, or just repeated the information that ORA was 

asking about without the detailed explanation ORA requested.  As to SCE’s claim that it 

provided explanations in telephone calls of why “Add to Fully Staff” did not actually mean “Add 

to Fully Staff”, ORA’s Operational Excellence witness testified that she not recall telephone 

conversations in which the “term add to fully staff” was discussed.2083   

ORA, therefore, continues to recommend that SCE’s reductions to the P&PR Operational 

Excellence savings be restored to ratepayers.  In Errata, ORA corrected the dollar amounts as 

                                              
2081 Appendix A, to Ex. SCE-028, p. A-4, emphasis added.  
2082 Ex. SCE-28, p. 4, lines 28-29, emphasis in original. 
2083 19 RT 2074-2075, Bower/ORA. 
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follows:  PP&R savings in 2013 should be increased by $265,244; in 2014, they should be 

increased by $530,627; and in 2015, they should be increased by $530,627.2084 

24.3. Treasurer’s Organization Savings 

SCE estimated that, in 2013, it would reduce Treasurer’s Organization by nine 

managers,2085 six non-managers2086 and five contingent workers for a total savings of $1,050,690.  

The savings were estimated to occur in February and March of 2013.  The 2014 and 2015 

savings were estimated to be $953,499. 

As with its Planning & Performance Reporting (P&PR) Savings discussed above, SCE’s 

workpapers showed it reduced its Treasurer’s Organization Savings to “Add to Fully Staff” in 

June 2013.  In the case of the Treasurer’s Organization, the workpapers showed a reduction in 

savings of $494,1842087  with the addition of three managers and seven non-managers.2088  The 

2014 and 2015 savings were reduced by $988,3672089 for “Add to fully staff.”   

Despite this direction in D.12-11-051 “to clearly explain in testimony the workload 

analysis used to develop estimated labor increases…”2090 SCE provided no explanation at all in 

its testimony as to why there is a need to “Add to Fully Staff” the Treasurer’s Organization.  

When ORA asked SCE in data requests to provide a detailed explanation for the six additional 

positions, SCE’s response was “SCE is not adding 7 positions in 2013 after eliminating 

approximately 13 positions.  On the contrary, SCE plans to reduce 9 positions (3 managers and 6 

non-managers) in Treasurers in 2013.”2091 

SCE’s response notwithstanding, SCE’s workpapers show the addition of three managers 

and seven non-managers in June 2013, which reduces the savings for Treasurer’s 

                                              
2084 Ex. ORA-19-A-R, p. 12. 
2085 Ex. SCE-10, Vol. 02, Ch. VII, workpapers, p. 13.  According to this workpaper, SCE is reducing managers by 6 
and adding 3 managers to fully staff Treasurers. 
2086 Ex. SCE-10, Vol. 02, Ch. VII, workpapers, p. 13.  According to this workpaper, SCE is reducing non-managers 
by 13 and adding 7 non-managers to fully staff Treasurers. 
2087 Ex. ORA-19-A-R. p. 12.  
2088 Ex. SCE-10, Vol. 02, Ch. VII, workpapers, p. 13. 
2089 Ex. ORA-19-A-R. p. 12. 
2090 D.12-11-051, p. 18. 
2091 See Ex. ORA-19, p. 13, citing SCE’s response to DRA-056-DFB, Q.20. 
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Organization.2092  SCE’s testimony did not provide justification for adding ten positions after 

eliminating 19 positions.  Therefore, ORA recommended that the Treasurer’s savings be 

increased by $499,187 in 2013, and $953,499 in 2014 and $953,499 in 2015 2015 to reflect the 

removal of “Add to Fully Staff” costs.2093 

SCE’s Rebuttal testimony relating to “Add to Fully Staff” is discussed above.  For the 

reasons set forth in connection with SCE’s  Planning & Performance Reporting (P&PR) Savings  

forecast, ORA continues to recommend that SCE’s reductions to the Treasurer’s Organization 

Operational Excellence savings be restored to ratepayers.  Therefore, ORA recommends that the 

Treasurer’s Organization savings be increased by $520,968 in 2013, $1,041,936 in 2014, and 

$1,041,936 in 2015.2094 

24.4. Finance Department Support Savings 

SCE estimated that in 2013 it would reduce Finance Department Support organization by 

three managers and five non-managers for a total savings of $656,165.2095  The annual salary for 

managers was calculated to be $133,710.  The 2014 and 2015 savings are estimated to be 

$865,061. ORA reviewed the supporting calculations and does not dispute them.2096 

24.5. Tax Organization Savings 

SCE estimated that in 2013 it would reduce Tax Organization by four non-managers for a 

total savings of $83,357.2097  SCE estimated the 2014 and 2015 savings to be $69,120. 

SCE’s Tax Organization is not eliminating any managers, instead, according to SCE’s 

workpapers, it plans to “Add to Fully Staff” three managers in June 2013 at a cost of $200,565.  

According to that same workpaper, SCE also plans to “Add to Fully Staff” one non-manager in 

June 2013 at a cost of $41,946.  The costs for 2014 and 2015 are $401,130 for three managers 

and $83,891 for one non-manager.   

SCE’s testimony did not provide any justification for the need for three new managers 

and the one non-manager in 2013.  The only place the costs are shown for three managers and 

                                              
2092 Ex. SCE-10, Vol. 02, Ch. VII, workpapers, p. 13. 
2093 Ex. ORA-19, p. 13.  ORA corrected these dollar amounts in Errata as noted below. 
2094 Ex. ORA-19-A-R, p. 13. 
2095 Ex. SCE-10, Vol. 02, Ch. VII, workpapers, p. 14. 
2096 Ex. ORA-19, p. 13. 
2097 Ex. SCE-10, Vol. 02, Ch. VII, Workpapers, p. 15.   
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one non-manager is in SCE’s workpapers.  Since SCE had not justified the four additional 

positions, ORA, in its testimony, recommended that Tax savings be increased by $242,511 in 

2013, $485,021 in 2014 and $485,021 in 2015 to reflect the removal of “Add to Fully Staff” 

costs. 

SCE’s Rebuttal testimony relating to “Add to Fully Staff” is discussed above.  For the 

reasons set forth in connection with SCE’s  Planning & Performance Reporting (P&PR) Savings  

forecast, ORA continues to recommend that SCE’s reductions to the Tax Organization’s 

Operational Excellence savings be restored to ratepayers.2098 

24.6. Allocation of Finance Centralization Savings 

Although SCE centralized its Finance Organization, costs associated with financial 

services continue to be decentralized and recorded to the FERC accounts receiving the respective 

financial related support.2099  

In its April 2014 Supplemental testimony, SCE provided a table to show Financial 

Services savings from Operational Excellence with SONGS savings removed.2100  In that table, it 

appeared to ORA that the line labeled “Total Financial Services Expense Savings in Other 

Exhibits” was still incorrect as that total still includes SONGS.  The corrected totals should be 

$4.617 million (2013), $6.581 million (2014) and $7.026 million (2015).  The line labeled 

Financial Savings – Expense is correct.  The line labeled “Financial Services Savings –Capital” 

was also incorrect as that total still includes SONGS.  The correct totals should be $2.642 million 

(2013), $3.937 million (2014), and $4.181 million (2015).  The Grand Total Financial Service 

Savings is also incorrect.  The correct Grand Totals should be $13.331 million (2013), $19.141 

million (2014) and $20.417 million (2015).2101 

ORA recommends that 100% of Financial Service Centralization savings be allocated to 

nine business operating units:  Financial Services, Customer Services, External Relations, 

Human Resources, Information Technology, Legal, Operating Support, Power Procurement, and 

Transmission and Distribution.2102  SCE’s ratepayers should receive the total savings benefits 

                                              
2098 Ex. ORA-19, p. 14. 
2099 Ex. SCE-08, Vol. 1, Pt. 1, p. 5. 
2100 Ex. SCE-14, Attachment 11, p. 6, Table I-3. 
2101 Ex. ORA-19, p. 17. 
2102 ORA’s recommended allocations for each of the nine business operating units are set forth in Exhibit ORA-19, 
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from Financial Service Centralization.    No portion of the centralization savings should be 

allocated to SONGS which is no longer in this rate case.  The Financial Services Centralization 

savings were not dependent on SONGS. 

24.7. Audit Services Savings 

SCE estimated that in 2013 it would reduce Audit Services by one manager, 16 non-

managers, and one contingent worker for total savings of $1,226,452 SCE estimated these 

savings to occur in February, March April, May and June-December 2013. 

SCE’s workpapers show SCE reduced these savings by $457,722 for “Add to Fully Staff" 

in June 2013 with the addition of nine non-managers.2103  SCE provided no explanation in its 

testimony of a need to “Add to Fully Staff” Audit Services.  When ORA asked SCE to provide a 

detailed explanation for the nine additional positions, SCE’s response was “SCE is not adding 

nine positions in 2013.  On the contrary, SCE plans to reduce 9 positions (one manager, seven 

non-managers, and one contingent worker) in Audit Services in 2013.”2104 

SCE’s testimony did not provide any justification for the need for nine additional 

positions.  The only place the costs are shown for these positions is in SCE’s workpapers.  Since 

SCE had not justified the additional positions, ORA, in its testimony, recommended that  Audit 

Services  savings be increased by $457,722 in 2013, $915,444 in 2014 and $915,444 in 2015 to 

reflect the removal of “Add to Fully Staff” costs. 

SCE’s Rebuttal testimony relating to “Add to Fully Staff”“ is discussed above.  For the 

reasons set forth in connection with SCE’s  Planning & Performance Reporting (P&PR) Savings  

forecast, ORA continues to recommend that SCE’s reductions to the Audit Services Operational 

Excellence savings be restored to ratepayers.2105 

24.8. Corporate Communications Savings 

SCE estimated that in 2013 it would reduce Corporate Communications by five 

managers, and ten non-managers, for a total savings of $857,604.  These savings were estimated 

to occur in March 2013. 

                                                                                                                                                  
p. 18, Table 19-10. 
2103 Ex. SCE-10, Vol. 02, Ch. VII Workpapers, p. 4. 
2104 See Ex. ORA-19, p. 19, citing SCE’s response to DRA-056-DFB, Q.7. 
2105 Ex. ORA-19, p. 19. 
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However, SCE’s workpapers show these savings were reduced by $480,880 for “Add to 

Fully Staff” costs in June 2013 with the addition of ten non-managers.2106  SCE provided no 

explanation in its testimony of why there is a need to “Add to Fully Staff” Corporate 

Communications.  When ORA asked SCE to provide a detailed explanation for the ten additional 

non-managers positions, SCE’s response was “SCE is not adding 10 in 2013.  On the contrary, 

SCE plans to reduce 5 managers’ positions in Corporate Communications in 2013.”2107   

SCE’s testimony did not provide any justification for the need for nine additional 

positions.  The only place the costs are shown for these positions is in SCE’s workpapers.  Since 

SCE had not justified the additional positions, ORA, in its testimony, recommended that 

Corporate Communications savings be increased by $480,880 in 2013, $961,760 in 2014 and 

$961,760 in 2015 to reflect the removal of “Add to Fully Staff” costs that were not supported. 

SCE’s Rebuttal testimony relating to “Add to Fully Staff “is discussed above.  For the 

reasons set forth in connection with SCE’s  Planning & Performance Reporting (P&PR) Savings  

forecast, ORA continues to recommend that SCE’s reductions to the Corporate Communications 

Operational Excellence savings be restored to ratepayers.2108 

24.9. Customer Service Savings 

SCE estimated that, in 2013, it would reduce its Customer Service operating unit by 31 

managers, 115 non-managers, and 20 contingent workers for a total savings of $6,929,578.2109   

These savings were estimated to occur in March 2013. 

SCE’s workpapers show SCE reduced these savings for “Add to Fully Staff” costs in 

June 2013 with the addition of 38 non-managers, and 38 contingent workers.2110  SCE provided 

no explanation in its testimony as to why there is a need to “Add to Fully Staff” Customer 

Service.  When ORA asked SCE to provide a detailed explanation for the 76 additional positions, 

SCE’s response was “SCE is not adding 38 positions in 2013.  On the contrary, SCE plans to 

reduce 90 positions in Customer Service in 2013.”2111 

                                              
2106 Ex. SCE-10, Vol. 02, Ch. VII, Workpapers, p. 17. 
2107 See Ex. ORA-19, p. 20, citing SCE response to DRA-056-DFB, Q.23. 
2108 Ex. ORA-19, p. 19. 
2109 Ex. SCE-10, Vol. 02, Ch. VII, Workpapers, p. 18. 
2110 Ex. SCE-10, Vol. 02, Ch. VII, Workpapers, p. 18. 
2111 See Ex. ORA-19, p. 21, citing SCE’s response to DRA-056-DFB, Q.24. 
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The only place the costs are shown for these positions is in SCE’s workpapers.  Since 

SCE had not justified the additional positions, ORA, in its testimony, recommended that 

Customer Service savings be increased by $2,707,082 in 2013; $5,414,164 in 2014 and 

$5,414,164 in 20152112 to reflect the removal of “Add to Fully Staff” costs. 

SCE’s Rebuttal testimony relating to “Add to Fully Staff “is discussed above.  For the 

reasons set forth in connection with SCE’s  Planning & Performance Reporting (P&PR) Savings  

forecast, ORA continues to recommend that SCE’s reductions to the Customer Service 

Operational Excellence savings be restored to ratepayers.2113 

SCE estimated total savings in 2015 to be $9,984,135 to reduce Customer Service staff 

levels.2114  SCE, however, proposes reducing those savings by half to $4,992,068.2115  SCE said 

that “Per D.91-12-076, SCE’s adjustment, expected to occur in 2015 only, reflects 50% of the 

reduction as ‘sharing the…savings between ratepayers and shareholders will provide a solid 

incentive for Edison to continue to vigorously pursue cost control goals.’”2116   

D.91-12-076 resolved SCE’s TY 1992 GRC and, in doing so, addressed SCE’s “Cost 

Containment” program.  In that decision, the Commission found that “…Edison should share by 

50% its 1.5% Cost Containment Savings.”2117  The decision also states: 

“DRA did not offer testimony on productivity, but adjusted A&G 
expenses downward to reflect the successes of Edison’s Cost 
Containment program, which is a five-year effort begun in 1988 and 
aimed at increasing productivity …. 
 
We must include forecasts of utility cost containment, or we would 
guarantee that early program achievements will always accrue to 
shareholders, not ratepayers.… 
 
We agree with Edison’s argument that historical productivity 
achievements are included in data trends.”2118 

                                              
2112 Ex. SCE-10. Vol. 02, Ch. VII, Workpapers, p. 18. 
2113 Ex. ORA-19, p. 19. 
2114 Ex. SCE-10, Vol. 02, Ch. VII, Workpapers, p. 18. 
2115 Ex. SCE-10, Vol. 02, Ch. VII, Workpapers, p. 18.  Line labeled “2015 Additional Reducing (Normalized) – 
50%”. 
2116 Ex. SCE-10, Vol. 02, Ch. VII, Workpapers, p. 1.  
2117 Re Southern California Edison Company (1991) 42 CPUC 2d 645, 660; D.91-12-076. 
2118 42 CPUC 2d p. 664. 
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Since D. 91-12-076 adopted rates for SCE’s 1992 test year, the base year would have 

been 1989.  SCE’s Cost Containment program began in 1988,2119 so historical productivity 

achievements would have been reflected in recorded 1988 and 1989 costs, and SCE’s 

Application 90-12-018 would have included those historical productivity costs.  The 

circumstances of that case are not comparable to this GRC: historical productivity achievements 

were not included in recorded data here. 

Unlike SCE’s Cost Containment program, SCE’s Operational Excellence adjustments 

began in 2013, one year after the base year, and thus are outside of the historical record.  Since 

these adjustments are not reflected in data trends, they should be fully reflected in the 2015 test 

year estimates. 

SCE’s forecast in its Application of the Customer Service’s Operational Excellence 

savings it expected to realize in 2013, 2014, and 2015 have been reflected 100% in 2015 rates 

with the exception of the additional estimated savings occurring in 2015.  For 2015 savings, SCE 

has used a sharing mechanism claiming that this is a reasonable approach.2120  This selective 

application of the sharing mechanism to Customer Service Operational Excellence savings is not 

justified or reasonable.  Whether or not SCE achieves the projected savings, its ratepayers should 

receive 100% of the estimates savings in this rate case.  ORA recommends that Customer 

Service savings be increased by $4,992,068 in 2015 to a total of $24,635,099. 

In Rebuttal, SCE says that “… ORA’s is wrong in asserting that OpX adjustments are not 

within a historical period of this GRC…”2121 and that “ORA’s rigid focus on the date when 

changes began to be implemented does not promote the goal of proving an incentive to utilities 

to assess and revise business practices to pursue cost savings when it would be beneficial to 

customers.”  ORA finds these arguments troubling, though not for the reasons SCE gives.     

First, it now seems from testimony at the hearings that SCE did start workforce 

reductions in 2012.2122  That means that, even as the Commission was considering SCE’s TY 

                                              
2119 42 CPUC 2d p. 664. 
2120 Ex. SCE-14, Section II, Attachment 17, p. 100. 
2121 Ex. SCE-28, p. 8. 
2122 6 RT 253, Litzinger/ SCE.  (Q:  … The IT management reductions, when did those start in 2012? A: I don’t 
recall the precise month, but it was the latter half of the year.”      
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2012 GRC Application in which SCE was forecasting a 2012 workforce of 19,506 employees2123  

SCE had already decided its workforce was larger than it needed to be.  If ratepayers have been 

paying salaries and benefits, retroactive to January 1, 2012 for a workforce SCE was already 

downsizing2124 this seems to ORA all the more reason for 100% of all Operational Excellence 

savings to be returned to ratepayers. 

Second, if SCE is suggesting that it will make no effort to pursue cost savings unless it is 

paid to do so, this calls into question just what SCE means by its “core values” of “integrity” and 

“continuous improvement”2125  or its commitment “… to reducing almost every area of A&G 

spending across the company.”2126   

In its Rebuttal, SCE refers to the Commission decision in SCE’s TY 2006 GRC as the 

“precedent that ORA sidesteps” that SCE considers “directly analogous.”  SCE then refers to its 

“2006 GRC initiative similar to Op X, the Business Process Integration (BPI) effort.” But the 

citations SCE gives for these conclusions are to SCE testimony in A.04-12-014 and A.10-11-

015, neither one of which has ORA been able to find in the record in this case.  SCE provided no 

page reference in D.06-05-016 to SCE’s Business Process Integration effort.  There is a reference 

to the “BPI Project” in the decision’s discussion of Human Resources Client Service,2127 and one 

in a summary of “TURN’s Analysis of SCE’s Cost of Removal Proposal.”2128 There is also a 

reference to “SCE’s Business Process Integration “in a footnote.  ORA has found  nothing in any 

of these references discuss a 50/ 50 sharing mechanism let alone support SCE’s argument that 

“…the Commission’s reasoning for adopting the 50/50 sharing mechanism in D.06-05-016  

should likewise apply to the 2015 GRC.”2129 

Finally, SCE says in Rebuttal that “ORA also misses the fact that during this same period 

SCE earned well below its authorized return.”2130  The footnote for this statement is to an Exhibit 

                                              
2123 Ex. ORA-30, SCE TY 2012 Opening Brief, excerpts, p. 5, table entitled “SCE Employee Forecast.” 
2124 Ex. ORA-30, In SCE’s Opening Brief.  
2125 Ex. SCE-1, p. 1. 
2126 Ex. SCE-1, p. 7, lines26-27. 
2127 D.06-05-015, p. 140 
2128 D.06-05-015, p. 192. 
2129 Ex. SCE-28, p. 9. 
2130 Ex. SCE-28, p. 9, footnote 16. 
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from SCE’s Application, A.04-12-014.  To ORA’s knowledge this not an exhibit in this 

proceeding and what relevance it would have even if it were, is not clear.  

24.10. External Relations Savings 

SCE estimates Operational Excellence savings for External Relations of $167,000 in 

2013; $230,000 in 2014; and $247,000 in 2015.2131  These savings are the result of Financial 

Services Centralization and are addressed above. 

24.11. Finance Savings 

SCE estimated that, in 2013, it would reduce Finance Department Support by three 

managers and five non-managers for a total savings of $656,165.  The savings were estimated to 

occur in March.  The 2013 savings are estimated to be $656,165, $865,061 in 2014 and $865,061 

in 2015.2132  ORA has reviewed the supporting calculations and does not dispute them. 

24.12. Human Resources Savings 

SCE estimated that, in 2013, it would reduce the staff of Human Resources by 11 

managers, 102 non-managers and 55 contingent workers for a total savings of $6,835,229.2133  

The total savings for 2014 and 2015 is estimated to be $10,171,425.  SCE’s workpapers show 

these savings were estimated to occur in March, April and May 2013. 

However, SCE’s workpapers also show that these savings were reduced by $2,858,134 

for “Add to Fully Staff” in June 2013 with the addition of five managers and 56 non-

managers.2134  SCE provided no explanation in its testimony as to why there is a need "Add to 

Fully Staff” Human Resources.  When ORA asked SCE to provide a detailed explanation for the 

additional positions, SCE’s response was “SCE is not adding 56 positions in 2013.  On the 

contrary, SCE plans to reduce 107 positions (6 managers, 46 non-managers, and 55 contingent 

workers) in Human Resources in 2013.”2135 

SCE’s testimony did not provide any justification for the need for additional positions.  

Therefore, in its testimony, ORA recommends that Human Resources savings be increased by 

                                              
2131 Ex. SCE-08, Vol. 01, Pt. 01, p. 6, Table I-3. 
2132 Ex. SCE-10, Vol. 02, Ch. VII, Workpapers, p. 14. 
2133 Ex. SCE-10, Vol. 02, Ch. VII, Workpapers, p. 5. 
2134 Ex. SCE-10, Vol. 02, Ch. VII Workpapers, p. 5. 
2135 See Ex. ORA-19, p. 23, citing SCE’s response to DRA-011-DFB, Q.8. 
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$2,858,134 in 2013, and $5,722,267 in 2014 and $5,722,267 in 20152136 to reflect the removal of 

“Add to Fully Staff”  costs that SCE did not explain. 

SCE’s Rebuttal testimony relating to “Add to Fully Staff “is discussed above.  For the 

reasons set forth in connection with SCE’s Planning & Performance Reporting (P&PR) Savings 

forecast, ORA continues to recommend that SCE’s reductions to the Corporate Communications 

Operational Excellence savings be restored to ratepayers.2137 

HR Training is allocated between Customer Service, Human Resources, Information 

Technology, Power Procurement, and Transmission and Distribution.   

24.13. Hydro Generation Savings 

SCE estimated Operational Excellence savings of $144,000 in 2013, $225,000 in 2014 

and $225,000 in 2015.2138  These savings are the result of Human Resources Training 

Centralization and are addressed in above.   

24.14. IT Savings 

SCE estimated that, in 2013, it would reduce Information Technology by 38 managers, 

354 non-managers and 46 contingent workers for a total savings of $10,627,166.  The savings 

were estimated to occur in March, April May, and June 2013. 

However, SCE’s workpapers show that SCE reduced these savings by $5,680,027 to 

“Add to Fully Staff” in June 2013 with the addition of 27 managers, 63 non-managers, and 14 

contingent workers.  SCE provided no explanation in its testimony as to why there is a need for 

the additional staff (27 managers, 63 non-managers and 14 contingent workers) to ‘Fully Staff” 

IT.2139  When ORA asked SCE to provide a detailed explanation for the additional positions, 

SCE’s response was “SCE is not adding 63 positions in 2013.  On the contrary, SCE plans to 

reduce 312 positions in IT in 2013.”2140 

SCE also estimated that, in 2014, it would reduce IT staff by 14 managers, 95 non-

managers, and 166 contingent workers at a cost of $13,855,928.  ORA did not find any 

explanation in SCE’s testimony as to why SCE added to “Fully Staff” in 2013 and then, in 2014, 

                                              
2136 Ex. SCE-10, Vol. 02, Ch. VII, Workpapers, p. 5. 
2137 Ex. ORA-19, pp. 23-24.  
2138 Ex. SCE-10, Vol. 02, Ch. VII, p. 103. 
2139 Ex. SCE-10, Vol. 02, Ch. VII, Workpapers, p. 6. 
2140 See Ex. ORA-19, p. 25, citing SCE’s response to DRA-056-DFB, Q.10. 
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reduced staffing even more.  Therefore, in its testimony, ORA recommended that IT savings be 

increased by $5,680,027 in 2013, $11,350,055 in 2014 and $11,350,027 in 2015. 

SCE estimated that, in 2015, it will reduce Information Technology by five managers, 73 

non-Managers and 406 contingent workers for a savings of $19,994,048.2141  As SCE stated in 

connection with its Customer Service testimony, “[p]er D.91-12-076, SCE’s adjustment, 

expected to occur in 2015 only, reflects 50% of the reduction as ‘sharing the…savings between 

ratepayers and shareholders will provide a solid incentive for Edison to continue to vigorously 

pursue cost control goals.’”2142   

As discussed above in connection with Customer Service Operational Excellence 

Savings, the facts and circumstances of the Cost Containment program do not apply here. 

ORA does not agree that it is reasonable to apply a sharing mechanism to Operational 

Excellence savings.  Whether or not SCE achieves the projected savings, its ratepayers should 

receive 100% of the estimated savings in this rate case.  Ratepayers were responsible for 100% 

of the employees’ direct labor costs in past GRCs, it is only fair that they receive the full benefit 

of the elimination of those costs now.   

In ORA’s direct testimony, ORA recommended that Information Technology savings be 

increased to $39,988,096 in 2015.  In Rebuttal, SCE says that “ORA double-counted its proposed 

O&M adjustments in SCE’s Information Technology Department.”2143  ORA corrected the 

calculation in an Errata and recommends that the Information Technology savings be increased 

by $19,944,048 in 2015.2144  ORA did not double count; SCE was proposing a 50/50 sharing of 

$39,988,096. 

24.15. Law Savings 

SCE estimated that, in 2013, it would reduce its Law Organization by five managers and 

25 non-managers for a total savings of $1,499,805.  SCE estimated the savings would occur in 

February 2013.  For 2014 and 2015, SCE estimated savings to be $1,986,407.  ORA has 

                                              
2141 Ex. SCE-10, Vol. 02, Ch. VII, Workpapers, p. 6.  Line labeled “2015 Additional Reductions (Normalized) – 
50%”. ($289,185 +$3,003,038 +$16,701,825) 
2142 Ex. SCE-10, Vol. 02, Ch. VII, Workpapers, p. 1. 
2143 Ex. SCE-28, p. 15. 
2144 Ex. ORA-19-A-R, corrections to p. 26 
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reviewed the supporting calculation and does not dispute this estimate. The Law Organization is 

allocated a portion of the Financial Service centralization savings, which are addressed above.in  

24.16. Operational Services Savings 

SCE estimated that, in 2013, it would reduce Operational Services by 49 managers, 170 

non-managers, and 31 contingent workers for a total savings of $2,169,849.2145  SCE estimated 

the savings would occur in February and March 2013. 

However, SCE’s workpapers show SCE reduced these savings by $853,849 to “Add to 

Fully Staff” in June 2013.2146  SCE provided no explanation in its testimony of why there is a 

need to “Add to Fully Staff” Operational Services.  When ORA asked SCE to provide a detailed 

explanation for the additional positions, SCE’s response was “SCE is not adding 10 positions in 

2013.  On the contrary, SCE plans to reduce 235 positions (44 managers, 2160 non-managers, 

and 31 contingent workers) in Operational Services in 2013.”2147 

SCE’s testimony provided no explanation for the need for additional staff in Operational 

Services.  Therefore, ORA recommended that Operational Services savings be increased by 

$753,730 in 2013 and $1,507,460 in 2014 and $1,507,460 in 2015 to reflect the removal of “Add 

to Fully Staff” that SCE did not justify. 

SCE’s Rebuttal relating to the “Add to Fully Staff” is addressed above in connection with 

SCE’s Planning & Performance Reporting Savings forecast.  ORA continues to recommend that 

the savings ORA identified be restored to ratepayers. 

24.17. Power Procurement Savings 

SCE estimated that, in 2013, it would reduce Power Procurement by six managers, 25 

non-managers and one contingent worker for a total savings of $2,156,230.2148  SCE estimated 

the savings would occur in February and March of 2013. 

However, SCE’s workpapers show that SCE reduced these savings by $487,770 to “Add 

to Fully Staff” in June 2013 with the addition of 10 non-managers.2149  SCE provides no 

explanation in its testimony as to why there is a need for the additional staff to “Add to Fully 

                                              
2145 Ex. SCE-10, Vol. 2, Ch. VII, Worpapers, p. 9. 
2146 Ex. SCE-10, Vol. 02, Ch. VII, Workpapers, p. 10. 
2147 See Ex. ORA-19, p. 26, citing SCE’s response to DRA-056-DFB, Q.15. 
2148 Ex. SCE-10, Vol. 02, Ch. VII, Workpapers p. 8. 
2149 Ex. SCE-10 Vol. 02, Ch. VII, Workpapers, p. 8. 
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Staff” Power Procurement.  When ORA asked SCE to provide a detailed explanation for the 10 

additional positions, SCE’s response was “SCE is not adding 10 positions in 2013.  On the 

contrary, SCE plans to reduce 22 positions (6 managers, 15 non-managers and 1 contingent 

worker) in Power Procurement in 2013.”2150   

Since SCE’s testimony included no explanation of the need for additional staff in Power 

Procurement,  ORA recommended that Power Procurement savings be increased by $487,770 in 

2013, $1,121,871 in 2014 and $1,268,202 in 2015 to reflect the removal of “Add to Fully Staff” 

that SCE did not justify. 

SCE’s Rebuttal relating to the “Add to Fully Staff” is addressed above in connection with 

SCE’s Planning & Performance Reporting Savings forecast.  ORA continues to recommend that 

the savings ORA identified be restored to ratepayers. 

24.18. Transmission & Distribution Savings 

SCE estimated Transmission and Distribution (T&D) Operational Excellence savings of 

$3.338 million in 2013, $4.063 million in 2014 and $4.964 million in 2015.2151  These savings 

are the result of Finance Services Centralization and are addressed above. 

24.19. Operational Excellence Capital Savings 

SCE forecasts capital savings as part of the Operational Excellence savings.  SCE 

forecasts capital savings of $12.341 million for 2013, $29,031 million for 2014, and $32,786 

million for 2015.2152 

SCE included Distribution Field Program and Consolidated Mobile Solutions in the 

summary of Operational Excellence Capital Savings.  These two capital projects were not a part 

of Operational Excellence savings. 

ORA’s recommendations for Operational Excellence expenses impact the forecast of 

capital savings.  ORA forecasts capital savings of $33,517 in 2015.2153 

25. Joint Testimony Regarding Accessibility Issues 

ORA has no comment on this issue at this time. 

                                              
2150 See Ex. ORA-19 citing SCE’s response to DRA-056-DFB, Q.13. 
2151 Ex. SCE-14, Attachment 17, p. 99. 
2152 Ex. SCE-14, Attachment 17, p. 99. 
2153 Ex. ORA-19, p. 29, Table 19-14. 
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26. Other Issues 

26.1. Employee Recognition (Edison Name and Logo) 

 ORA has no comment on this issue at this time. 
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